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e MONDAY, FEBRUARY 16, 1959 
49 
A Unirep States SENATE, 
60 CoMMITTEFE ON AGRICULTURE AND Forestry, 
62 fF Washington, D.C. 
a The committee met, pursuant to notice, at 10:15 o’clock a.m., room 
74 ff 


324, Senate Office Building, Senator Allen J. Ellender (chairman) 
g presiding. 

Present: Senators Ellender, Holland, Symington, Talmadge, Prox- 
mire, Jordan, Young of Ohio, Hart, Aiken, Young of North Dakota, 
Hickenlooper and Williams of Delaware. 

The Cuatrman. The committee will please come to order. Mr. 
Secretary, we are glad to have you here this morning. 

Secretary Benson. Thank you, Mr. Chairman. 

The Cuamman. We are a little bit late in having you before us. 
As you recall we attempted to obtain your presence e: ly i in the month 
but because of engagements you had, we could not meet with you. 
I am sorry that the committee saw fit to call you here today in spite 
of the fact that you had other engagements, but we will try to go 
over this as quickly as possible. 

Secretary Benson. Thank you. 

The CuarrMan. I am sure you won’t mind interruptions. 

Secretary Benson. I shall not. 

The Cuarrman. We are most anxious,to get the true picture, and 
as I have said on several occasions, it looks as though we now need 
a Moses in this field. We hope that in the light of the statement that 
the President submitted to us, with which I am sure you are familiar, 
you will be able to submit some legislation to this committee. That 
is one of the questions I would like for you to dwell on, if you will. 
What would be the nature of that legislation? As soon as you can 
send the legislation to the committee, we would proceed to hold hear- 
ings on it. 

There are quite a few other bills that have been and I presume — 
be introduced in the future, and if there is anything at all that ca 
be done to further assist in solving this problem, I am sure that this 
committee stands ready and willing to go forward. 

You have quite a long statement, Mr. Secretary, and I would like 
to suggest to the committee members that as you go along in the 
reading of this statement, if questions come to their mind, they be may 
able to ask you a few clarifying questions, if that is necessary. I hope 
it won’t be, but you cannot always tell. 

1 
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STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE 


Secretary Benson. May I make a very brief statement before we 
go to the larger statement ? 

I appreciate very much this opportunity of appearing before you 
this morning. I realize that you, Mr. Chairman, and members of this 
committee, are well schooled in many aspects of American agricul- 
ture, and so you may not wish to spend time reviewing old grounds, 
as well as recent developments. 

So while my associates and I have given a good deal of thought to 
preparing a statement, and that statement is before you, complete 
with various graphs which I hope you will find of particular interest, 
and while I, indeed, warmly recommend the entire statement for your 
consideration and request that the statement be inserted in the record, 
I have done something in addition this year. I have further searched 
for what I believe to be the essentials of the farm situation and I have 
reduced this to a few words which I believe I can run through in 
about 3 or 4 minutes, and then we can go to the longer statement or 
— to questions, as you and the members of the committee 

refer. 

. As I thought about what I might’say to you this morning, I found 
it hard to think of our present sauidallienal-aiteation exclusively as a 
problem. For over the time that we know of mankind’s presence on 
this planet his usual condition has not been one of abundance. The 
American farmer, and the sciences and services that aid him, has truly 
brought forth something new on earth. The productivity on the 
American farm has even outstripped productivity in our factories. 

If we look at our agriculture over the broad scope, it is today a fairly 
bright picture. Production is at the highest levels in history, so is 
growth and per capita farm income. Farm ownership is at its high- 
est level, and so is the farmer’s net equities. Transportation, tele- 
phones, television, electricity and other aids to abundant living are 
more widely available than ever before. The standard of living on our 
farms is the highest we have ever known. There are still serious un- 
solved problems, including the cost-price squeeze, but I do believe we 
are making progress. 

Most of agriculture is free of controls. And this free part, repre- 
senting more than four-fifths of our agriculture, is doing fairly well. 
The problem narrows down to a few crops in which, with the greatest 
of good will and the very best of intentions, outmoded programs have 
been too long continued. 

The legal requirement that the Federal Government support a few 
crops at unrealistic levels is pricing us out of the world market and 
may be doing irreparable harm to vital exports. For example, as is 
generally recognized, cotton has lost markets at home and abroad— 
to foreign producers and to manufacturers of synthetics. Tobacco is 
pricing itself out of markets at home and abroad also. But at this 
moment the classic example of our mistake is in wheat. After the leg- 
islation enacted at the last session of Congress wheat today comprises 
a very major part of the problem. If yon combine wheat, corn, and 
cotton you have represented 85 percent of the Government inventory 
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ot price supported commodities. But these three crops produce only 
20 percent of the total cash farm income. 

gain, the nub of the problem is wheat. Weare growing much more 
than we can consume and sell abroad. Most of the costs under the 
wheat program result from the production of a comparatively few 
large growers; in fact, to less than 10 percent of those who grow wheat. 

o me, the answer to this problem suggests itself in letters of fire a 
mile high: Eliminate as rapidly as practicable ineffective controls and 
use price supports at levels that will preserve and build markets. 

Gentlemen, as we see it, our duty is to point out the problem and to 
suggest, if we can, answers such as in the President’s message and 
my more complete statement which is before you; but, clearly, the 
changing of the law is up to you. 

I thank you for hearing me. 

I stand ready to be of any possible help, as do my associates, Mr. 
Chairman, and I will abide by your wishes, as to whether we read the 
full statement or whether we go immediately to questions. 

I will be very happy to read it if it is your desire. 

The Crarrman. Mr. Secretary, I presume that what you might do 
is highlight your statement, if that is agreeable to the committee. I 
understand that about the same statement was made by you before 
the House Agriculture Committee. 

Secretary Benson. It was very similar, Mr. Chairman; not identical 
but very similar. 

The Cuarrman. It may be possible that you can take the points that 
you make and elaborate on them. As we go along any member of 
the committee who desires to ask questions would be permitted to do 
so. I wish to ask the members of the committee if that is agreeable. 

Senator Syminaton. May I make a comment there, sir? 

The CuarrmMan. Senator Symington? 

Senator Symrneton. I think it would be well if Secretary Benson 
went over his statement so that we know exactly where he stands with 
resnect to the various component parts of his overall problem. 

Whatever the Chair would like to do with respect to the questions, 
of course, will be entirely satisfactory to me. After the Secretary 
has presented the problem in detail, especially from the standpoint 
of how to solve it, and what he suggests we do with this gigantic in- 
ventory, et cetera, then when my turn comes I will appreciate the 
opnortunity of questioning him. 

J thark you, Mr. Chairman. 

The CHatrman. I understand that you cover in your statement the 
methods that vou advocate in order to have a better program. 

Secretarv Benson. We have tried to spell out in some detail pos- 
sible solutions. In some cases we have offered alternatives, because 
there is not only one solution. 

The Cuatrman. Mr. Secretary, have you any legislation that you 
have prepared to submit to the committee. 

Secretarv Benson. No. Mr. Chairman, we have not drafted any leg- 
islation: but we stand ready to heln the committee in any way we can. 
We would be elad to heln with the drafting if the committee would 
rive us some directions as to what they would like to do. We would 
be happy to do that. 
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The Cuarrman. The President has submitted a message to the Con- 
gress in which he takes the position that the “program is excessively 
expensive,” “the control program does not control,” and then he makes 
certain recommendations. I presume that in order to be able to carry 
out these we would have to have legislation submitted. In order to 

carry those things out which are in the nature of the suggestions com- 
ing from you; that is, your Department to the President—it would 
strike me that you would be the competent Department to present your 
views about this legislation. 

Mr. Benson, as I read the message from the President, as well as 
what I have been reading in the new spapers about the statement that 
you made before the House Agriculture Committee, is it not a fact 
that the burden of your argument is that the price support program 
should be changed so as to reduce the prices to the farmers on their 
commodities? Isthat the nub of it? 

Secretary Benson. We would all like to see the prices to the farmer 
as high as possible consistent with preserving and building markets. 
We have suggested two possible alternatives. Partic ularly in the 
case of wheat, we spelled it out. In the President’s message he sug- 
gested two general alternatives, 

The CuarrmMan. Yes. 

Secretary Benson. One would be to relate the price support to the 
average market price of recent years, the same as this committee did 
in the case of corn last year. 

The other would be if we continued to use the parity formula that 
we be given broader discretion, the same as we have for most other 
commoditie sat the present time. 

The CHatrman. I thought that the legislation that the Congress 
enacted during the last session insofar as it applied to cotton, to rice, 
and to corn and feed grains, was acceptable. Am I to understand that 
you are proposing changes respecting those crops? As a matter of 
fact, the law has not had a chance to operate. 

Secretary Benson. That is correct, Mr. Chairman. 

The Cuatrman. Are you suggesting a change as to those com- 
modities 

Secretary Benson. I mention that matter in the statément and sug- 
gest, possibly, in view of the fact that the legislation enacted last 
year has not really had a try yet that the Congress may wish to per- 
mit that to operate for a period before making further changes. 

Of course, we did, as you know, get the legislation through some 
compromise. It didn’t have in it all that we recommended; but it was, 
certainly, a step forward. 

On page 10 of the statement I say this: 

Last year there was passed the Agricultural Act of 1958, affecting primarily 
cotton, rice, and corn. In view of this recent action the Congress may feel it 
desirable to give the legislation a reasonable trial period. 

So I have not made any further recommendations on those com- 
modities. 

The Cuatrman. As you recall, this committee presented a bill to 
the Senate which was enacted, and in a measure it departed somewhat 
from the parity concept. As I remember, it took the average price of 
the last 3 years as the yardstick to determine price supports. 

Secretary Benson. In the case of corn only, I think. 

The Cuarrman. The Senate bill. 
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Secretary Benson. I am sorry, that is right. The Senate bill did. 

The Cuamrman. There was ‘insistence on the part of the House 
that the parity concept not be overlooked. They wanted to retain it. 

Secretary Benson. Yes. 

The Cuarrman. Dollarwise and centwise the same thing was of- 
fered, that is, either bill would give you authority to fix the ¢ ommodity 
prices. Therefore, for the basics, support prices would not go under 
65 percent of parity, as I remember. 

Secretary Benson. There was an amendment. 

The CHairman. So from that standpoint there would be no dif- 
ference between the two bills. 

Now, as this committee stated, when we considered the legislation 
last year, it was our intention to take up the wheat question this year. 
Senator Young agreed, and I think various Senators from the wheat- 
producing States agreed, that we should relegate our hearings and 
our action on legisl: ition at that time to the commodities th: at we have 
just been talking about, that is, corn, and other feed grains, cotton 
and rice. 

What I am sure this committee would like to have from you as soon 
as possible in a bill form is to write out what you think the law should 
be as regards wheat. 

All of us realize that something should be done. I know I do. I 
think most of the members of this committee realize that. 

We would like to have something more than a mere statement saying 
that the control program does not work, it is expensive, and similar 
generalities. We would like to have your recommendations in bill 
form. 

Before I go any further, Mr. Benson, I would like to get your idea 
on this. You say in this statement, that is, in the President’s message, 
that these great losses, that is, the costs that have been sustained by 
the farm program, came about on only five or six of the major com- 
modities, that is, the basic commodities. 

I would like to ask you this question. Is it your opinion that the 
fact that we have price controls on feed and feed grains has a ten- 
dency of stabilizing not only the price of those commodities, but, also 
the price of the meat in the animals that eat it ? 

Secretary Benson. Before I respond to that question, may I ask 
for a little clarification on this question of drafting a bill for 
legislation ? 

The CuarrmMan. Yes. 

Secretary Benson. Would you like us to draft proposed legislation 
that would embody both of the alter natives? The President presented 
two alternatives. I have done the same in the statement here. 

One would be in the direction of relaxation of the controls and the 
other in the direction of tightening of controls. We can draft both 
for the consideration of the committee. We prefer the relaxation of 
controls. 

The Cuarrman. As I see the picture, you and the President are 
the complainants. You are the ones who are suggesting that some- 
thing ought to be done. 

What we want you to do is to give us legislation that you think will 
do the job, so that we can consider it. 

Secretary Benson. We will be very glad to do so. 
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The Cuarrman. As I read your statement and as I read the message 
of the President, it means, as I understand it, a further reduction in 
prices to the farmer, and it is your hope, I presume, that by continu- 
ously bleeding down the prices to the farmer, that he will probably 
change his mind, not plant so much wheat or so much corn or so much 
of the other commodities that are now planted. Is that the measure 
of the philosophy of the proposed bill ? 

Secretary Benson. No, that is not my theory or philosophy. 

The Cuarrman. What is it? 

Secretary Benson. We want to get these price supports and the leg- 
islation which provides for them in shape so that we can use them as 
an effective tool to help facilitate marketing. 

We have broad discretion in the use of price supports on all of the 
commodities except about 12. On those 12 we have mandatory sup- 

orts. 
, And on the basics we have mandatory supports with a very limited 
range in the level. In the case of tobacco there is no range at all. It 
is still rigid 90 percent of parity. 

It has had the effect of pricing some of these commodities out of 
the markets, piling up surpluses, destroying markets in spite of the 
controls that we have endeavored to impose on farmers. 

If we are going to continue to use the price-support mechanism and 
I think it has a useful purpose, if we are going to continue to use it, 
and base it on parity, then we need a wide range, the same as we have 
for most of the other nonbasic crops. 

The Cuarrman. Your proposal is to give you authority to fix those 
prices almost at your discretion up to 90 percent. 

Secretary Benson. We would prefer actually relating it to the aver- 
age market price, the same as we did on corn. 

The CuHarrman. I will come to that. That is one of the proposals? 

Secretary Benson. That is our preferred proposal. 

The Crarrman. The other is to give you authority to fix the sup- 
port prices from 75 to 90 percent of the average prices for the past 
years. 

Secretary Benson. Yes. 

The Cuarrman. What do you mean by that? How many years 
back, Mr. Benson ? 

Secretary Benson. That is a matter, of course, that the Congress 
will determine. In the case of corn we finally worked it out for 3 
years. There may be somewhere that you would want to take a longer 
period. I would doubt that you would want to take a shorter period. 

The Cuarrman. As I recall, last year you were willing, I believe, to 
accept a period of 3 years and make it 90 percent of the average of the 
3 years. Now you are requesting 75 to 90 percent for the last 3 years. 
Why the change? 

Secretary Benson. In some commodities, the 90 percent would fit 
very well. And in all of them, I think. it would fit after a proper ad- 
justment was made. For example, in the case of tobacco, the tendency 
under the support program has been for the tobacco price to edge 
higher all of the time. Parity goes higher. Therefore, as a net result 
we are pricing the tobacco out of the world markets. 

Ninety percent of the recent 3-year average would not give us the 
adjustment which we think we need in order to regain those markets 
and preserve what we have left. 
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The Cuarrman. What about the others, the basics? Do you think 
3 years would be sufficient ? ; 

Secretary Benson. We have a similar problem in the case of wheat. 
Ninety percent of the average market price of the last 3 years for 
wheat would not get the needed change. But we thought it would be 
wise to have some discretion at least for the first 2 or 3 years. And if 
the committee saw fit to give that, and then limit it to 90 percent after 
we get some adjustment made so that the commodity flows into con- 
sumption more readily, I would see no objection. 

The CHarrman. If you wait a while, 4 or 5 years with low prices, 
I can well see that the average of the last 3 years would be acceptable 
to you, because the prices would then be pretty low. _ 

Secretary Benson. Mr. Chairman, we would all like to see the 
prices at the highest possible level and still permit the farmer to move 
his commodity into markets. The farmer, of course, spends income, 
and that is price times volume. Cae 

He is concerned with volume as well as price. And I think in the 
past we have put a lot of emphasis on price which is all very good 
but we must put emphasis on volume, also. And if he is going to con- 
tinue to dry up his markets, why high price will not help him too 
much. 

Of course, there may be situations, too, where you get into a war 
period where you would want more discretion than the straight 90 
percent. In the Korean situation probably if we had had the pro- 
gram in operation at that time, we probably would have needed greater 
discretion. There could be emergency periods where it would be 
helpful. 

The CuarrmMan. Unless other members of the committee desire to ask 
question on what we have been discussing, it may be that we should 
permit the Secretary to go ahead with his statement. 

Senator Younea of North Dakota. I have several questions that I 
would like to ask at the appropriate time. It does not make any 
difference to me whether he reads the statement or not. 

The Cuarrman. What I would suggest is this: I presume that each 
member of the committee has read it. The statement, as I understand 
it, is somewhat similar to that presented to the House committee. I 
don’t think there is any material change in it. 

Secretary Benson. I wonder if it would be helpful if I went through 
the part on wheat, inasmuch as you have indicated that is our major 
problem. 

The CHarrman. Of course, tobacco is another one. I overlooked 
that one. But we would like to give all Senators a chance to ask you 
questions. 

Secretary Benson. Yes, sir. 

The CuHarrman. Would you like to go commodity by commodity or 
point by point ? 

Secretary Benson. I will be happy to run through it quickly. I 
could skip some of the areas we have already discussed, the area of 
the progress we referred to and this cost-price squeeze in agriculture, 
the effect of inflation on our farmers. We are all thoroughly familiar 
with that, and providing the whole thing would be put in the record. 
You do not object to that ? 

The Cuamman. Your whole statement will be put in the record, 
Mr. Benson. 
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Secretary Benson. Thank you. 
(The prepared statement is as follows:) 


Mr. Chairman, and members of the Senate Committee on Agriculture and 
Forestry, I appreciate this opportunity to meet with you. At your invitation I 
wish to discuss recent developments in the Nation’s agriculture. This will in- 
clude frank recognition of some of the problem areas and proposed methods of 
dealing with them. 

Last week, I had the privilege of testifying before the House Agriculture Com- 
mittee and welcome this opportunity to meet with the Senate committee. 


I, AREAS OF PROGRESS 


Our Nation’s farm productivity is surging forward with great vigor in an 
irreversible and continuous technological revolution. This was never more evi- 
dent than during 1958. Due in part to favorable weather, crop production 
climbed to a new peak—11 percent higher than the previous record. This huge 
production was achieved with the smallest planted acreage in 40 years. 

Although serious problems still confront us, the year 1958 was also one of 
substantial financial improvement for the majority of the Nation’s farm families. 
Farmers’ gross and per capita incomes were at the highest levels in history. 
Farm prices have been at their best levels in 5 years. Realized net farm income 
was up over $2 billion or 20 percent above 1957. Farmers’ net equities (after 
deducting all debts) are also the highest in history—up $134 billion since 1940. 
The standard of living on farms is the highest on record. 

Solid progress has been made in many other areas, including the following: 

A. Farm ownership is record high. 

B. Farm foreclosures are extremely rare—near the all-time record low. 

C. Farms are better equipped and are more mechanized than ever before. 

D. A record high proportion of farms have electricity and telephones. 

E. Exports of farm products were record high for the year ending June 
30, 1957—$4.7 billion. Exports continued far above the average for fiscal 
1958—$4 billion—the second highest of record. 

F. We have greatly expanded our market development activities at home 
and abroad. 

G. Agricultural research and education is moving forward at accelerat- 
ing rates. Federal expenditures in these areas have about doubled in the 
past 5 years. States have kept pace and greatly expanded research and 
extension. 

H. Forestry developments and soil and water conservation are moving 
ahead at new alltime highs. 

These are encouraging developments. 


II. THE COST-PRICE SQUEEZE AND INFLATION 


On the other hand, the inflationary tendency in ov. economy is one of the 
most serious domestic problems facing the American farmer and the American 
people today. The problems and long-term implications resulting from the threat 
of inflation should be of utmost concern to every American. 

Rising costs, especially in the immediate postwar years, have had adverse 
effects on our Nation’s farmers. The cost-price squeeze in agriculture is the 
aftermath of excessive Federal expenditures, soft wage settlements, undue price 
rises, and related factors. : 

Between 1939 and 1952 the index of prices paid by farmers including interest 
and taxes more than doubled—from 123 to 287. The January 1959 level was 
298—up only 4 percent. This has created problems for our farmers that they 
are powerless to control. It has affected and will continue to affect adversely 
net farm income. 

Higher taxes and other factors have also added to the farmers burdens. Like 
all other citizens the real value of his bonds, life insurance, retirement programs, 
and other dollar savings has been eroding away. 

There is a general lack of understanding of the basic factors underlying infla- 
tion. All of us in Government need to help develop public interest in the need 
for reasonable price stability. 

High prices and rising costs are pricing industrial products and labor out of 
markets. Some agricultural products have also lost markets by unrealistic 
prices—Government imposed. 
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Control of inflation involves the cooperation not only of Federal, State and 
local governments but also of private firms, organizations, and individuals. 
Government can exercise restraint through its control of expenditures and 
credit. A balanced budget as proposed by the President for fiscal 1960, when 
enacted, will be a powerful factor in the fight against inflation. 

In the consideration of agricultural legislation it would appear essential that 
consideration be given to the budgetary impacts as well as the long-term interest 
of our agricultural producers. 


III. PRICE SUPPORT PROGRAMS 


There are other aspects which we must face up to if we are to continue 
to be of real help to our farm families. One of these is the fact that the present 
price support and acreage allotment programs, based on the results of over 
20 years of experience, have obviously failed. This is not for lack of trying. It 
is not for lack of very great expenditures of Federal funds. 

Realistic price supports can be a valuable tool in helping to facilitate orderly 
marketing. They should not be used to destroy markets and fill warehouses. 

The law has required that the prices of 12 farm commodities out of the some 
250 produced in the United States be supported at not less than certain minimum 
levels. This mandatory requirement, accompanied by complex but ineffective 
acreage controls and marketing quotas on the legislatively designated basic 
crops, has been the basic factor in our farm surplus problems. In general, pro- 
ducers of cattle, hogs, poultry, fruits, vegetables and various other products 
which are not price supported or controlled have experienced growing markets. 
They have not experienced a build up of stocks in warehouses, expensive to 
the Government to store and expensive to producers in the downward pressure 
on markets. 

Only three of these mandatory support commodities (corn, cotton and wheat) 
comprised 85 percent of the Government inventory of price support commodities 
as of July 1, 1958. These same three commodities produce only 20 percent of the 
total cash farm income. 

The total CCC investment in commodities in inventory and under loan it is 
estimated will approximate $9.1 billion as of July 1, 1959. The investment in 
commodities for which price support is mandatory will total $7.6 billion. Nearly 
all of this—$7.5 billion of the $7.6 billion—will consist of those crops designated 
by law as basic: corn, cotton, wheat, rice, peanuts, and tobacco. It is now antic- 
ipated that, with average weather conditions, the total Government investment 
will be in excess of $10 billion as of July 1, 1960. 

Expenditures of the CCC for storage, transportation and interest on these 
surplus holdings are estimated at over $1 billion for the next fiscal year. Very 
little of these expenditures go to farmers. This tremendous annual cost will 
likely rise still further unless some fundamental changes are made. 

Heavy costs would be justified on a temporary basis if they led to the solution 
of the surplus problem. But they have not. Price supports at the unrealistic 
levels now required by law continue to generate surpluses in a few commodities. 
These must be stored and if disposed of it is usually at a heavy loss. Every 
bushel of wheat and every bale of cotton which is exported must be subsidized. 

It is often claimed that the heavy expenses of these programs are justifiable 
since they are of special help to small producers. This has not been the case. 

Let us examine the facts for some of the legislatively designated basic com- 
modities : 

Wheat.—Of the 1.4 million wheatgrowers 60 percent or $823,000 have allot- 
ments of 15 acres or less. They produce about 13 percent of the crop. The 10 
percent with allotments of 100 acres or more produce 55 percent of the crop. Ob- 
viously, the major portion of the Government expenditures for wheat relate 
to the production of the largest farms. 

Cotton.—Of the 948,000 cottongrowers. 692,000 or 73 percent have had allot- 
ments of 15 acres or less. They have had about 25 percent of the acreage allot- 
ment. The remaining 27 percent or 236,000 farms have had 75 percent of the 
allotment. The major portion of the Government expenditures for cotton relate 
to the production of the largest farms. 

Rice.—Of the 16,700 farmers with acreage allotments, the 4,600, or about 25 
percent, with allotments of 100 acres or more, have about 75 percent of the 
allotment. The major portion of the Government expenditures for rice relate to 
the production of the largest farms. 
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Corn.—Of the 1,784,000 farms with allotments in 1957, 1,286,000 or 72 percent 
had allotments of 25 acres or less. They had about 35 percent of the allotment. 
The remaining 28 percent had about 65 percent of the allotment. The major 
portion of the Government expenditures for corn relate to the production of the 
largest farms. 

This is generally true for the other supported crops. 

This program can do little to help the farmer in greatest difficulty—the small 


low-income producer. The rural development program approach provides a 
much better alternative. 


IV. RURAL DEVELOPMENT PROGRAM 


Encouraging is the progress being made through the rural development 
program. 

As I pointed out in 1954, special commodity programs required by law do not 
provide the basis of solving the problems of those farmers and farm families that 
are most in need of help. Problems are not the same for all of our farmers. 

Some 2.6 million of our farms, or more than one-half (56 percent of all farms) 
produce only 9 percent of all the farm products marketed. Problems on these 
farms are distinctly different from those on the approximately 2 million (44 
percent of all farms) which market more than 90 percent of all farm products. 

There are large numbers of low income farms which are too small or where 
soils are too poor to produce an adequate income for the farm families that 
depend upon them for a living. 

We are attacking this problem in part through a well conceived and function- 
ing rural development program approach, The pilot or demonstration programs 
are resulting in spreading activity, especially in the 30 States with the most acute 
low-income areas and in Puerto Rico. 

The rural development program is developing in more opportunities for rural 
people through increasing farm production; expanded and more efficient farm 
marketing; off-farm employment and income from a wide variety of sources 
including jobs in newly established or enlarged rural industries; along with 
other developments such as expanded vocational guidance and training. It is 
a voluntary locally operated program to help small low-income producers make 
adjustments which they need to make in their own best interests. 

Many Members of Congress have indicated great interest in this program and 
committees of Congress have advocated the basic approaches being used. 

The continued expansion of the program to new areas of need, with the as- 
sistance of private and government activities in rural areas throughout the 
Nation merits the support of all thoughtful citizens. 


Vv. A PROGRESS PROGRAM FOR AGRICULTURE 


To help farmers meet their problems realistically we must consider the dy- 
namics of today’s agriculture—the accelerating sweep of technological change 
which resulted in record production levels last year. Farm production per man- 
hour has more than doubled in the last 15 years. 

Our farm families must be helped rather than hurt by the inevitable changes 
of great magnitude now taking place on the farms and ranches—in processing— 
in marketing. 

The scientific revolution in agriculture is irreversible, cumulative and con- 
tinuous. In recognition of this basic fact, we must: 

Utilize more completely the abundance our farm people are now able to 
produce; 

Find ways of further expanding outlets for the increased production ; 

Provide realistic price supports and other stabilization programs for our 
farm people; 

Preserve and strengthen our free institutions. 

President Eisenhower in his agriculture message and the attached memoran- 
dum of January 29, 1959, has provided the outline of a program for progress in 
agriculture. The following discussion is an effort to assist this committee in its 
task of providing the new legislation that is urgently needed. 


A, Relating price supports to a percentage of market prices during the im- 
mediately preceding years 


Present levels of price support for the mandatory price support commodities 


are becoming increasingly unrealistic and are for many producers incentive 
prices. 
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In his message of January 29, the President said: 

“I recommend that prices for those commodities subject to mandatory sup- 
ports be related to a percentage of the average market price during the im- 
mediately preceding years. The appropriate percentage of the average market 
price should be discretionary with the Secretary of Agriculture at a level not 
less than 75 and not more that 90 percent of such average in accordance with 
the general guidelines set forth in the law. Growers of corn, our most valuable 
crop, have already chosen, by referendum vote, program changes which include 
supports based on such an average of market prices. 

“If despite the onrush of science in agriculture, resulting in dramatic in- 
creases in yields per acre, the Congress still prefers to relate price supports 
to existing standarus, the Secretary should be given discretion to establish the 
level in accor ance with the guidelines now fixed by law for all commodities 
except those for which supports presently are mandatory. 

“wither of these changes woula be constructive. ‘lhe effect of either would 
be to reconcile the farm program with the facts of modern agriculture, to re- 
duce the incentive for unrealistic production, to move in the direction of easing 
production controls, to permit the growth of commercial markets and to cut the 
cost of Federal programs.” 

Later in the message the following paragraph appears: 

“Difficulties of the present program should not drive us to programs which 
would involve us in ever greater trouble. I refer to direct payment programs, 
which could soon make virtually all farm people dependent, for a large share 
of their income, upon annual appropriations from the Federal Treasury. I 
refer also to various multiple price programs, which would tax the American 
consumer so as to permit sale for feed and export at lower prices.” 

Every study which our technicians have made in these areas bears out the 
wisdom of the President’s conclusions. 

Last year there was passed the Agricultural Act of 1958, affecting primarily 
cotton, rice and corn. In view of this recent action, the Congress may feel it 
desirable to give that legislation a reasonable trial period. 


B. Wheat 

Wheat production in 1958 is estimated at almost 1.5 billion bushels—54 per- 
cent above 1957—30 percent above the recent 10-year average—easily the biggest 
wheat crop in our history. A big crop is already forecast for this year. 

The accelerating build-up of stocks of wheat is now expected to reach the 
alltime high of 1.3 billion bushels as of July 1, 1959. By July 1, 1960, it is 
expected to be up another 200 million bushels with a total Federal investment of 
3.5 billion dollars. Compare this with the very stable use of wheat for food at 
a little less than 500 million bushels with per capita use going down. 

If we didn’t grow one bushel of wheat in 1959, we could still meet all our 
current domestic needs—and all our probable export needs—and still have a 
carryover on July 1, 1960, of 325 million bushels. 

Between 1955 and 1958, through vigorous sales and export programs, we were 
able to whittle down the burdensome wheat carryover by 155 million bushels. 
This year the carryover of about 450 million bushels will more than wipe out 
all the gains we have made at heavy cost. 

One big reason was a fantastic increase in per acre yields in part due to ex- 
ceptionally good weather. In 1958 the yield was 27 bushels per acre—up about 
one-fourth and the highest of record. 

The second big reason was overplanting. In 1957 farmers planted about 50 
million acres of wheat and harvested less than 44 million. In 1958 they planted 
about 56 million acres of wheat and harvested nearly 54 million. 

Harvested wheat acres in 1958, in other words, were 10 million acres—or 23 
percent—larger than in 1957. 

Farmers put nearly 13 million acres of wheatland into the 1957 acreage reserve 
of the soil bank. Then the rains came and the drought was broken. In 1958 
only about 5.3 million acres of wheat acreage allotment land were in the acreage 
reserve. While some farmers were holding 5 million acres out of production, 
other farmers were overplanting their allotments by more than 6 million acres. 

Neither acreage allotments, as now provided, nor the incentives of the acreage 
reserve are adequate to control wheat production. 

We are facing a crisis in wheat. There’s no denying it. There’s no escaping 
it. We have tried for too long to solve our wheat problem with outmoded 
programs. 
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The Agricultural Adjustment Act of 1938—over 20 years ago—set a minimum 
national acreage allotment for wheat of 55 million acres. That minimum remains 
in effect to this day. 

Then average yields of wheat were less than 13 bushels per planted acre. 
In the 1950’s the average has been nearly 18 bushels. 

Compliance with the allotments and quotas was revised to a harvested rather 
than planted basis and yields have shot on up. 

In 1956—20.2 bushels per acre. 

In 1957—21.7 bushels per acre. 

In 1958—27.3 bushels per acre. 

A national average of over 27 bushels per acre will not occur very often, how- 
ever, yields are definitely trending upward. 

A normal wheat crop on the minimum allotment would produce at least 1.2 
billion bushels—or about 200 million bushels more than our indicated require- 
ments for domestic and export use at current support levels. It is expected to 
build our carryover higher year after year. 

In 1941 Congress provided that wheat farmers producing 15 acres or less 
would be exempted from marketing quotas. The number of these 15-acre-or- 
less wheat farms is rapidly expanding—as is the wheat belt. 

In 1958 these farms planted more than double their allotments. Some 600 
million bushels of the 1.5 billion carryover on July 1, 1960, will result from this 
provision. 

These provisions of the law have resulted in the cutting back of acreage in 
the efficient wheat areas and promoting wheat production in the inefficient areas. 

Under the law, penalties for exceeding wreat allotments are based on normal 
yields, rather than actual yields. In Kansas, for example, the normal yield as 
established by formula for marketing quota purposes for the average farm is 
about 15 bushels per acre. But actual yields averaged 27 bushels in 1958. So 
a farmer who exceeded his quota paid a penalty on only 15 bushels per acre, 
on the average Kansas wheat farm. 

What is Congress todo? Two alternatives are proposed : 

1. Relaxation of controls.—The preferable approach would be to give wheat- 
growers a program that would permit them freedom to produce and compete 
for markets. 

Congress can put such a program into effect by changing the law along the 
following lines: 

(a) Base price supports for wheat on a percentage of average market 
prices of the immediately preceding years or, if the existing standard is re- 
tained, give the Secretary the same discretion as he has for most other 
commodities. 

(b) Eliminate all acreage allotments and marketing quotas for wheat as 
soon as price supports are adjusted to feed-use relationships. 

(c) Adjust the conservation reserve program to aid temporarily in the 
transition. 

This approach will encourage better land use, with a high-hazard land going 
into pasture and hay. Other conservation measures would be adopted by farm- 
ers. Farmers could more effectively manage their farms and crop rotations. 
There would be an adjustment of acreage between such competing crops as 
corn, grain sorghums and soybeans. 

2. The control route.—If the control concept is to be retained in the wheat pro- 
gram, it is essential that the loopholes be closed and effective actions be taken 
to bring production down until stocks are reduced to desirable levels. The legis- 
lative changes needed would include such as the following : 

(a) Base price supports on a percentage of average market prices of the 
immediately preceding years, or, if the present standard is retained, give 
the Secretary the same discretion as he has for most other commodities. 

(b) Eliminate the provision allowing any farmer to produce and market 
un to 15 acres of wheat. This loophole alone will account for some 600 mil 
lion bushels or 40 percent of the estimated accumulated carryover as of 
July 1, 1960. 

(c) Permit all wheatgrowers to vote in the marketing quota referendum 
not just the larger producers. 

(d) Base compliance with acreage allotments on a planted, rather than a 
harvested basis. 

(e) Tnerease the penalty rate for overplanting to a point that will stop this 
practice. 
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(f) Base the penalty for overplanting on the actual overproduction rather 
" than the normal yield per acre. 
4 (g) Eliminate the 55-million-acre minimum to allow adjusting the acre- 
age to the amount of wheat that can be sold for dollars under the support 
4 price that prevails. 
(hk) Consider allotments on a bushelage instead of an acreage basis. 

The control approach requires drastic regimentation which Congress has not 
been willing to impose. While this approach might have merit for an emer- 
gency adjustment period, it would not be in the best long-time interest of wheat- 
growers and agriculture generally. 

It is urgent that new legislation be enacted without undue delay. May 15, 
R 1959, is the date for proclaiming 1960 marketing quotas under present legislation. 
Farmers should know by then what changes in the law will apply to the 1960 
crop. 

C. Tobacco 

Farmers who grow tobacco have been losing markets at home and abroad. As 
prices of U.S. tobacco increase, foreign buyers change their blends and turn to 
other sources of supply. They may never be induced to return to our markets. 
The present old laws result in price supports at continually rising levels. Acre- 
ages at home have been severely cut to low levels while acreage and production 
expand abroad. 

Legislation should be enacted to relate the support price to the market average 
or, if the parity formula as a basis for price supports is continued in use, to pro- 
vide wide discretion in the level of supports. 

In addition, modifications of the control program may be in order. Tobacco 
growers have widely discussed the desirability of modifying the present acreage 
control system. Their ideas of providing either a poundage quota or a poundage- 
acreage control have merit. 

D. Peanuts 

The consumption of peanuts is responsive to price changes. When price sup- 
ports go up the use is cut; when prices are made more competitive the market 
expands. 

It is clear that the law should be changed so that farmers growing peanuts 
can compete more effectively for markets. 

If price supports were related to the average of market prices during the im- 
mediately preceding years, as recommended, acreages could be expanded until 
they were eventually free of control. If the present standard is continued in 
use, provision should be made for wider discretion in the level of supports. 

A supplementary approach would be to authorize a marketing agreement and 
order program. This would make it possible for the various segments of the in- 
dustry to cooperate in handling their marketing problems without financial re- 
liance on Government. 
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Both approaches could be provided in the law, leaving it to growers to adopt a 
marketing agreement and order program should they at any time consider it 
desirable. 

VI. EXTENSION OF PUBLIC LAW 480 


It is recommended that Public Law 480 (the Agricultural Trade Development 
and Assistance Act of 1954) be extended for 1 year. The recent budget message 
requested that authorization be provided for an additional $1.5 billion for title I 
sales of agricultural products for foreign currency and an additional $300 million 
for title II grants for foreign famine relief and other assistance. 

Public Law 480 programs have contributed significantly to the rise in U.S. agri- 
cultural exports and the maintenance of exports at a high level. These programs 
bave resulted in the consumption of vast quantities of food and fiber and have 
kept still greater surpluses from piling up in Government hands. 

About 25 percent of total U.S. agricultural exports during the past 4 years has 
moved under provisions of Public Law 480. Under title I alone there has been 
exported : 


190 million pounds of tobacco 

29 million bags of rice 

3 million bales of cotton 

More than 600 million bushels of wheat (and flour) 
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180 million bushels of feed grains 
1% million tons of fats and oils 
185 million pounds of dairy products 


The current title I authorization runs through December 31, 1959. It permits 
us to enter into agreements for $2% billion worth of agricultural surpluses at 
cost to the Commodity Credit Corporation. Agreements already signed to date 
under the current authorization commit more than $800 million worth of com- 
modities. At this rate of programing, the existing authorization should be 
committed in its entirety near the end of calendar year 1959. 

Action to extend Public Law 480 will be needed during this session of Congress 
if we are to avoid interruption of programing at the end of 1959 when the cur- 
rent authorization ends. The additional $1.5 billion will allow the same rate 
of programing as is currently authorized, and should maintain title I exports at 
a high level without displacement of U.S. sales for dollars. 

The request for an increase in the title II, Public Law 480, authorization is 
made to restore the balance expected to be uncommitted under the program at the 
expiration of the present fiscal year to about $500 million at cost to CCC. Under 
title II commodities are supplied to help meet emergencies of friendly foreign 
people resulting from flood, drought, and famine disasters, as well as a variety of 
other relief purposes. 

An additional method for moving surpluses is the barter authority provided 
in title III. This is continuing authority. In keeping with the amended barter 
provisions enacted in the closing days of the last session, we have made necessary 
revisions and we are now operating the revised program. 

The Public Law 480 program has proved to be extremely useful in channeling 
a part of our agricultural abundance into needy areas of the world with a mini- 
mum disturbance of normal marketing conditions. However, it should be 
emphasized that Public Law 480 is a temporary program. It is not a substitute 
for commercial sales nor should it be used to delay changes in domestic agricul- 
tural programs and legislation which are so urgently needed. 

Food for peace.—In his message the President announced his plan for exploring 
with the surplus food producing countries of the world the possibility of further 
expanding markets and finding additional outlets for our farm products, both at 
home and abroad—Food for Peace—this again shows the President’s interest 
in making sure that we are using our agricultural abundance as constructively 
as possible in the cause of world peace, as we move to realistic farm programs. 
Although we cannot judge the full results of this effort, we can expect a better 
understanding of present programs and efforts. It may encourage other countries 
having surpluses in excess of commercial needs to initiate or enlarge their pro- 
grams to improve standards of living in the underdeveloped countries of the 
world, and we would look for a full exploration of new approaches to the use of 
our surplus commodities. 

We have already moved a tremendous quantity of food and fiber—several 
billion dollars worth—abroad in the interest of world peace. The international 
consultations will focus attention on what has already been done and what addi- 
tional steps could usefully be taken. 

On February 9, 1959, the President addressed a letter to the Secretary of 
Agriculture in which he stated that “we in America must do more to assure 
that food abundance—our own and that of our friends abroad—is used as 
effectively as possible where it is most urgently needed.” 

In this same letter the President asked the Secretary of Agriculture to take 
the lead within our Government in organizing and energizing this effort in close 
collaboration with the Department of State and other agencies. This is already 
underway. (A copy of the President’s letter is attached.) 

Domestic Food Distribution:—The distribution of surplus foods to users in 
this country through USDA’s direct distribution program during July-December 
1958 was increased to a total of 558 million pounds, costing $113.7 millions—or 
two-thirds more than the quantity donated under the program during the same 
period a year ago. The total for the entire fiscal year 1958 was 873 million 
pounds at a cost of $236 million. The quantity of surplus foods moved into use 
in this country through donations during the last 7 years has now reached the 
tremendous total of over 10 billion pounds. 

Over these years, the Department has vigorously administered this direct 
distribution program, toward the achievement of these objectives: 

To move the greatest possible quantity of surplus foods into constructive 
use, as a means of disposing of food surpluses ; 
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To give the greatest possible assistance to needy people, through the use 
of these surplus foods, by donating them through responsible State agencies 
to those less fortunate. 

In view of the fact that we are now making available surplus foods to needy 
people (as certified locally) we do not feel that the use of stamps would provide 
any special advantages or benefits. The present methods are much more econ- 
omical and efficient. 


VII. NEED FOR EXTENDING CONSERVATION RESERVE AUTHORIZATION BEYOND 1960 


The excessive supplies of some agricultural commodities are creating diffi- 
culties for many of our farmers. The conservation reserve program attacks the 
roots of many aspects of this problem. The shifting of substantial amounts of 
farmland out of production for periods of 3 to 10 or more years leads directly 
in many instances to permanent shift of such land to the uses for which it is 
better adapted. Experience to date indicates that farmers will voluntarily 
cooperate in bringing about needed land-use adjustments in response to economic 
and other incentives included in the conservation rese:ve program. 

The conservation reserve aids the farmer who so desires for whatever reason— 
to retire, relocate, or establish himself in some other endeavor. The reports 
show that about three-fourths of the land included in applications for contracts 
to become effective in 1959 involves farm units on which all the cropland was 
offered for retirement from production. 

In many instances the program is speeding up trends that have been underway 
for a number of years and are generally recognized as being desirable. For 
example, the reforestation of deteriorated lands in the Southeast has been accel- 
erated. The lumber and pulpwood industries were already expanding in that 
area, 

Farmers in the 423 Great Plains counties had placed about 4.5 million acres 
of cropland in this program through 1958. Nearly all of that acreage is being 
planted to grass. 

The wildlife aspects of this program are important and have the support of 
conservationists as well as urban people not ordinarily interested in agricultural 
problems. 

The conservation reserve program offers a feasible method to accomplish, on a 
voluntary basis, effective adjustment without subjecting farmers to regimenta- 
tion and without Government purchase of land. 

When the current signup has been completed, 23 million cropland acres, much 
of it of average or better productivity will have been retired into the conserva- 
tion reserve for the 1959 and subsequent planting season. 

The authority for contracting land should be extended beyond 1960 to help 
farmers in making adjustmen‘s and to accomplish greater conservation of land 
not presently needed for production. 

In order to get the best results per dollar expended, we must continue the com- 
petitive offering system for accepting conservation reserve contracts. 


VIII, RESEARCH 


A strong, well-balanced, continuous program of research is essential to main- 
tain a continuous flow of products from our farms, ranches, and forests. It is 
needed for the wise use and management of our lands and for the economical 
provision of water to meet ever enlarging needs. Marketing and utilization 
research, including research on the industrial utilization of agricultural prod- 
ucts, is especially needed for broadening the markets and uses for the crops 
which can now be produced in such abundance. 

Our research programs are closely coordinated with the programs of the 
State agricultural experiment stations and are conducted with fullest p:ssible 
awareness of the related research programs of other public and private agen- 
cies. We regard close coordination of all aspects of the research program as so 
important that we have opposed legislation which proposes to establish an inde- 
pendent Federal organization to conduct utilization research which is one of the 
parts of the present coordinated program. To establish such an independent 
organization would cause confusion, would be contrary to sound adminis‘ration, 
and would disrupt vital day-to-day working relationships with production and 
other research activities of the Department and the States without compen- 
sating benefits. 
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The Congress has authorized the use of foreign currencies for research in 
foreign countries under Public Law 480. For the current fiscal year, approxi- 
mately $10.5 million is available for such research. It is conducted through 
contracts or grants to foreign scientific institutions. The research covers both 
fundamental and applied research leading to new and expanded uses for present 
crops, new crops, more productive forests, improved methods for the control of 
diseases and pests affecting plants and animals, improvements in agricultural 
marketing practices, and solutions to other agricultural and forestry produc- 
tion, marketing, and utilization, as well as human nutrition problems. 

During the past 6 years the budget for agricultural research has more than 
doubled. This is concrete evidence of our interest, and that of the Congress, in 
an adequate, balanced, sound research program. You may rest assured that 
such a program will have our continuing vigorous attention with emphasis on 
utilization and market expansion. 


IX. RURAL ELECTRIFICATION ADMINISTRATION 


The Rural Electrification Administration has made a major contribution to 
the development of rural America. Over 95 percent of our farms now have cen- 
tral station electric service compared with 11 percent in 1935. A tremendous 
and highly commendable job is being done by REA in achieving the objective 
for which this program was created. There are, however, significant trends in 
connection with the growth and development of the REA system which we 
should all recognize. With the suburban and industrial development that has 
occurred in this country, there is an increasing nonfarm use of power furnished 
by the REA system. About one-half of the total REA power sales are now to in- 
dustrial and nonfarm residential consumers. Moreover, about three out of every 
four new customers being added are nonfarm users. 

This growth in nonfarm sales and the increasing financial strength of the REA 
co-ops are factors which prompted the administration’s recommendation that the 
interest rate paid by REA on money borrowed from the Federal Treasury be ad- 
justed to cover the current cost to the Treasury of equivalent-term borrowing. 
In making this proposal REA has not been singled out for such an adjustment. 
It is my understanding that proposed bills will be submitted in the near future 
to effect adjustment in interest rates on Government financed credit programs 
where rates are not now consistent with the cost of money to the Government. 


X. STATE PARTICIPATION IN PROGRAMS TO RELIEVE THE EFFECTS OF DROUGHT OR OTHER 
NATURAL DISASTER SHOULD BE REQUIRED 


In past years virtually the full cost of the drought relief and other natural 
disaster programs have been carried by the Federal Government. If the States 
were to participate financially funds would be distributed more equitably, more 
economically, and more efficiently. This participation should equal 50 percent 
of the cost. 

Increased rainfall in the Great Plains and other areas has made possible the 
temporary termination of the drought relief program. Changes could now be 
made with a minimum of difficulty to existing programs. 


XI. EXTENSION OF THE SUGAR ACT 


The Sugar Act should be extended in this session of Congress. It will permit 
advance planning by growers and the industry. The chairman and members 
of this committee have been aware of this for some time. Under the leadership 
of Chairman Ellender a bill has been introduced on behalf of a large number 
of Senators that would extend the act. 

Its continuation is vital to our domestic surgarcane and sugar beet producers 
as well as foreign suppliers. It has also been fair to consumers and has been 
helpful in protecting supplies and stabilizing prices in the domestic market in 
times of emergency. 

CONCLUSION 


Our agriculture is a dynamic changing industry undergoing a technological 
revolution which is irreversible. Most of agriculture is free of controls and 
attempts at price fixing at unrealistic levels. This part of agriculture is doing 
reasonably well. Its markets are expanding and production is kept in reason- 
able balance with demand. 
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The present surplus situation in a very few crops give ample evidence of the 
shortcomings of old laws that have not been adequately changed. 

We are deeply appreciative of the difficult legislative decisions with which 
this comimttee is faced. We are anxious to be of assistance. 

We will supply promptly any further factual data available and the best 
judgments that can be had from the Department on any proposals. 

As the President has said to Congress, “Continuation of the price support and 
production control programs in their present form would be intolerable * * *. 
The situation calls for prompt and forthright action.” 


THE WHITE HOwsEg, 
Washington, February 9, 1959. 
The Honorable Ezra Tarr BENSON, 
The Secretary, Department of Agriculture, Washington, D.C. 

DEAR Mr. SECRETARY: My message to Congress on January 29, recommending 
several measures to improve the existing farm programs, stressed the need for 
effective use of our agricultural abundance in meeting food needs at home and 
aboard. In that message I reported steps being taken with other exporting 
nations to explore all practical means of using food for peace. 

Today our supplies are moving to foreign countries in large volume under 
special programs, and other nations with agricultural surpluses help in similar 
ways. Yet in some parts of the world millions of people are still going hungry. 
This condition is due partly to problems that cannot be wholly remedied by 
larger food supplies from abroad. Even so, we in America must do more to 
assure that food abundance—our own and that of our friends abroad—is used 
as effectively as possible where it is most urgently needed. 

My earnest hope is that our people will put their hearts as well as their minds 
into this effort. It is more than surplus disposal, more than an attempt to 
foster ties and sympathies for America. It is an effort that I consider in full 
keeping with the American tradition—that of helping people in dire need who 
with us are devoted to upholding and advancing the cause of freedom. It is an 
undertaking that will powerfully strengthen our persistent and patient efforts 
to build an enduring, just peace. 

I am aware that the search for effective programs to help countries banish 
hunger has long been an important concern of the United Nations Food and 
Agriculture Organization whose Director General only a short time ago proposed 
another substantial attack upon this problem through an international food 
campaign. His proposal is, of course, concerned with many longer term aspects 
of production, trade and consumption, and with the scientific and economic 
factors that bear upon these developments, largely in years to come. 

In our exploration of new approaches, consultation between the United States 
and other food exporting countries should be intensified. So far as our own 
programs are concerned, we are in a position to help under legislative authori- 
ties that already exist. I want it understood, however, that I will seek such 
additional legislation as may be needed to accomplish these purposes. 

I request that you, as Secretary of Agriculture, take the lead within our 
yovernment in organizing and energizing this effort. This must of course be 
done in the closest of collaboration with the Department of State in particular, 
as well as with the other agencies concerned. 

Sincerely, 
DwicHTt D. EISENHOWER. 
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CHART 1 


U. S. POPULATION AND FARM OUTPUT 
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CHarT 3 
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CHarT 9 
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CHART 11 


CASH RECEIPTS FROM SIX BASIC CROPS 
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The CuHatrman. Are there any questions from members of the 
committee on what has been discussed so far ? 

Senator Youne of North Dakota. Maybe I better wait until he gets 
through with the wheat section. 

The Cuarrman. He said he was going to take up the wheat section 
now. 

Secretary Benson. Let me read this brief item on “price supports.” 

There are other aspects which we must face up to if we are to con- 
tinue to be of real help to our farm families. One of these is the 
fact that the present price-support and acreage-allotment programs, 
based on the results of over 20 years’ experience, have obviously failed. 
This is not for lack of trying... It is not for lack of very great ex- 
penditures of Federal funds. 

Realistic price supports can be a valuable tool in helping to facili- 
tate orderly marketing. They should not be used to destroy markets 
and fill warehouses. 

The law has required that the prices of 12 farm commodities out 
of the some 250 produced in the United States be supported at not 
less than certain minimum levels. This mandatory requirement, ac- 
companied by ceanaeee but ineffective acreage controls and market- 
ing quotas on the legislatively designated basic crops, has been the 
basic factor in our farm surplus problems. In general, producers 
of cattle, hogs, poultry, fruits, vegetables and various other.products 
which are not price supported or controlled have experienced growing 
markets. They have not experienced a buildup of stocks in ware- 
houses, expensive to the Government to store and expensive to pro- 
“ucers in the downward pressure on markets. 
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Only three of these mandatory support commodities—corn, cotton, 
and wheat—comprised 85 percent of the Government inventory of 
price-support commodities as of July 1, 1958. These same three com- 
modities produce only 20 percent of the total cash farm income. 

The total CCC investment in commodities in inventory and under 
loan it is estimated will approximate $9.1 billion as of July 1, 1959. 
The investment in commodities for which price support is mandatory 
will total $7.6 billion. Nearly all of this—$7.5 billion of the $7.6 
billion—will consist of those crops designated by law as basic: corn, 
cotton, wheat, rice, peanuts, and tobacco. It is now anticipated that, 
with average weather conditions, the total Government investment 
will be in excess of $10 billion as of July 1, 1960. 

Expenditures of the CCC for storage, transportation, and interest 
on these surplus holdings are estimated at over $1 billion for the 
next fiscal year. Very little of these expenditures goes to farmers. 
This tremendous annual cost will likely rise still further unless some 
fundamental changes are made. 

Heavy costs would be justified on a temporary basis if they led to 
the solution of the surplus problem. But they have not. Price sup- 
ports at the unrealistic levels now required by law continue to generate 
surpluses in a few commodities. These must be stored and if dis- 
posed of it is usually at a heavy loss. Every bushel of wheat and 
every bale of cotton which is exported must be subsidized. 

It is often claimed that the heavy expenses of these programs are 
justifiable since they are of casiak help to small producers. This 
1as not been the case. 

Let us examine the facts for some of the legislatively designated 
basic commodities : 

Then we give examples in the case of four commodities. We men- 
tion the rural development program and then go into the recommenda- 
tions in which we spell out the two alternatives. 

To proceed— 

To help farmers meet their problems realistically we must consider 
the dynamics of today’s agriculture—the accelerating sweep of tech- 
nological change which resulted in record prodiction levels last year. 
Farm production per man-hour has more than doubled in the last 
15 years. 

Then we go to the recommendations which the President men- 
tioned in his message. 

And then: 


A. RELATING PRICE SUPPORTS TO A PERCENTAGE OF MARKET PRICES DUR- 
ING THE IMMEDIATELY PRECEDING YEARS 


Present levels of price support for the mandatory price support 
commodities are becoming increasingly unrealistic and are for many 
producers incentive prices. 

Then we quote from the President’s message. 

If we could turn to page 10, we can go right into wheat. 

Every study which our technicians have made in these areas bears 
out the wisdom of the President’s conclusions that the use of the price 
support mechanism has tended to pile up surpluses, to destroy markets 
and end possible controls on our farmers. 

To proceed : 
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B. WHEAT 


Wheat production in 1958 is estimated at almost 1.5 billion bushels— 
54 percent above 1957—30 percent above the recent 10-year average— 
easily the biggest wheat crop in our history. <A big crop is already 
forecast for this year. 

The accelerating buildup of stocks of wheat is now expected to 
reach the all-time high of 1.3 billion bushels as of July 1, 1959. By 
July 1, 1960, it is expected to be up another 200 million bushels with 
a total Federal investment of $3.5 billion. Compare this with the very 
stable use of wheat for food at a little less than 500 million bushels 
with per capita use going down. 

If we didn't grow 1 bushel of wheat in 1959, we could still meet all 
our current domestic needs—and all our probable export needs—and 
still have a carryover on July 1, 1960, of 325 million bushels, 

Between 1955 and 1958, through vigorous sales and export programs, 
we were able to whittle down the burdensome wheat carryover by 155 
million bushels. This year the carryover of about 450 million bushels 
will more than wipe out all the gains we have made at heavy cost. 

One big reason was a fantastic increase in per acre yields, in part 
due to exceptionally good weather. In 1958 the yield was 27 bushels 
per acre—up about one-fourth and the highest of record. 

The second big reason was overplanting. In 1957 farmers planted 
about 50 million acres of wheat and harvested less than 44 million. 
In 1958 they planted about 56 million acres of wheat and harvested 
nearly 54 million. 

Harvested wheat acres in 1958, in other words, were 10 million 
acres—or 23 percent—larger than in 1957. 

Farmers put nearly 13 million acres of wheatland into the 1957 
acreage reserve of the soil bank. Then the rains came and the drought 
was broken. In 1958 only about 5.3 million acres of wheat acreage 
allotment land were in the acreage reserve. While some farmers 
were holding 5 million acres out of production, other farmers were 
overplanting their allotments by more than 6 million acres. 

Neither acreage allotments, as now provided, nor the incentives of 
the acreage reserve are adequate to control wheat production. 

We are facing a crisis in wheat. There’s no denying it. There’s no 
escaping it. We have tried for too long to solve our wheat problem 
with outmoded programs. 

The Agricultura] Adjustment Act of 1938—over 20 years ago—set 
a minimum national acreage allotment for wheat of 55 million acres. 
That minimum remains in effect to this day. 

Then average yields of wheat were less than 13 bushels per planted 
acre. In the 1950’s the average has been nearly 18 bushels. 

Compliance with the allotments and quotas was revised to a har- 
vested rather than a planted basis and yields have shot on up. 

In 1956—20.2 bushels per acre. 

In 1957—21.7 bushels per acre. 

In 1958—27.3 bushels per acre. 

A national average of over 27 bushels per acre will not occur very 
often; however, yields are definitely trending upward. 

A normal wheat crop on the minimum allotment would produce at 
least 1.2 billion bushels—or about 200 million bushels more than our 
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indicated requirements for domestic and export use at current support 
levels. It is expected to build our carryover higher year after year. 

In 1941 Congress provided that wheat farmers producing 15 acres or 
less would be exempted from marketing quotas. The number of these 
15-acre-or-less wheat farms is rapidly expanding—as is the Wheat 
Belt. 

In 1958 these farms planted more than double their allotments. 
Some 600 million bushels of the 1.5 billion carryover on July 1, 1960, 
will result from this provision. 

These provisions of the law have resulted in the cutting back of 
acreage in the efficient wheat areas and promoting wheat production 
in the inefficient areas. 

Under the law, penalties for exceeding wheat allotments are based 
on normal yields, rather than actual yields. In Kansas, for example, 
the normal yield as established by formula for marketing quota pur- 
poses for the average farm is about 15 bushels per acre. But actual 
yields averaged 27 bushels in 1958. So a farmer who exceeded his 
quota paid a penalty on only 15 bushels per acre, on the average 
Kansas wheat farm. 

What is Congress to do? Two alternatives are proposed: 

1. Relaxation of controls: The preferable approach would be to 
give wheatgrowers a program that would permit them freedom to 
produce and compete for markets. 

The Cuarrman. You mean to let them plant all they desire ? 

Secretary Benson. Yes; with some provisions, some modifications, 
which I explain here. 

The CuarrMan. Will you outline that later? 

Secretary Benson. Yes. 

Congress can put such a program into effect by changing the law 
along the following lines: 

(a) Base price supports for wheat on a percentage of average 
market prices of the immediately preceding years, or, if the existing 
standard—the existing parity—is retained, give the Secretary the 
same discretion as he has for most other commodities. 

(6) Eliminate all acreage allotments and marketing quotas for 
wheat as soon as price supports are adjusted to feed-use relationships. 
Senator Symineton. I would like you to elaborate on that point. 

Secretary Benson. You mean the item (bd) ? 

Senator Symineton. Yes. The premise of lowering price until 
farmers start feeding wheat. 

Secretary Benson. Senator Symington, prior to the inauguration 
of these high supports on wheat we formerly fed substantial quantities 
of wheat annually. Most of this was fed in the non-corn-producing 
areas, areas like the Pacific Northwest, for example. That market has 
almost entirely dried up in recent years. 

And we feel that it will be necessary if we are going to work our 
way out of this wheat problem to feed some of it in some areas. 

Sonabee Syminoton. Thank you, Mr. Secretary. I was just wonder- 
ing what you meant by the word “adjusted”—by the phrase “adjusted 
to feed-use relationship.” 
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Secretary Benson. That would be to a price relationship that 
would permit at least the lower grades of wheat to flow into consump- 
tion for feed. 

Senator Symineron. Well, I won’t ask any more questions at this 
time. 

Secretary Benson. Thank you. 

The Cuamman. Mr. Benson, what would be the price of wheat at 
that level ? 

Secretary Benson. I would like Mr. McLain to respond to that, 
if you will. 


STATEMENT OF HON. MARVIN L. McLAIN, ASSISTANT SECRETARY 
OF AGRICULTURE 


Mr. McLatn. It would depend upon what the price of other feed 
grains were and the location. To be competitive it would mean just 
what it says, that for people in the area where they could buy either 
wheat or corn or grain sorghums, the price would be so they could buy 
any one of the three they wanted to buy. 

In many of these areas where wheat used to be fed they would 
prefer still to feed wheat if the price was right. It is not right now; it 
is priced clear out of their market. 

The Cuamman. Would you have to, in any manner, change the 
formula or the law that we passed last year about corn and other feed 
grains? 

Mr. McLarn. No. 

The Cuarrman. Necessarily, the price of wheat would be higher 
than any of those. 

Mr. McLain. That is right. But by this adjustment, of course, the 
price of wheat would be brought down where it would be more in line. 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE 


Mr. Morse. Mr. Chairman, may I suggest in connection with this— 
it goes to the answer—a great feed deficit area is the Ozarks, as an 
example, in southern Missouri, also the Pacific Northwest, where 
trucking and freight charges put on corn and other feed grains to get 
into these feed deficit areas put the price of the feed up substantially. 
That is the normal relationship. In the New England States is an- 
other example. 

Mr. McLatrn. All of the eastern seaboard. 

Mr. Morse. Yes. So wheat grown in that area with some adjust- 
ments in price would move into use; it would be fed to chickens and 
pigs and used right on the farm in many instances. 

Senator Youne of North Dakota. If you propose to feed more 
wheat in the East and in the Pacific Northwest and other areas, aren’t 
you going to place more of a burden on the feed grain industry and 
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the livestock industry because you already have a surplus of all of the 
feed grains. You will soon have a surplus of meat. 

Mr. Morse. That is a good question. Not necessarily. In many of 
these areas, if they do not have the feed there, the feed grains, they will 
do one of two things: they will either use pasture and hay and other 
feeds which they have of that kind and avoid using grains, ‘if they can. 

In many of these instances, again using the Ozarks as an example, 
running down through Okl ahoma and parts of it and parts of Arkan- 
sas and so on, the mountain areas of Kentucky and Tennessee and 
other ex xamples, much of this that would be fed would be consumed 
locally and on farms in the way of eggs and milk and meat and would 
never get into the market channels. 

Senator Youne of North Dakota. You mean these people are going 
without food now? What are they feeding now? What are they eat- 
ing now ? 

‘Mr. Morse. At the price wheat is they are encouraged to sell the 
wheat, rather than to feed it, with some adjustments. 

Bender Youne of North Dakota. What are they eating now, or 
aren’t they eating enough now ? 

Mr. Morse. In many cases not enough. That is, for best well-bal- 
anced diets and, particularly, that is true as far as the whole commu- 
“ is concerned. 

Senator Youne of North Dakota. You think that if there is still 
more feed grain available, wheat at feed grain prices, that these people 
will be eating more? 

Mr. Morse. Y es, I in past years have worked through many of these 
areas, and 

Senator Youne of North Dakota. You know that wheat is raised in 
every State in the Nation, and it can be raised successfully. Corn in 
all of these areas you mentioned with the exception of the Pacific 
Northwest can, too. 

Mr. Morse. Many of these are feed deficit areas. The way they get 
it there is to either buy it through commercial feed sources, or have 
it trucked and shipped in to supply the additional feed required. 
In whichever form it is purchased in these feed deficit areas, it makes 
the price substantially higher. The statistics reflect that. With some 
adjustment in wheat, they »y would again be feeding more of it, using 
more of it, for local use and local markets. 

Senator Youne of North Dakota. There is nothing to stop the 
raising of wheat now. Any farmer can raise up to 30 acres and feed 
it. Why isn’t he raising it and feeding it now? 

Mr. Morse. They are raising it but with this price incentive they 
are inclined to sell the wheat rather than to feed it which often would 
be the best thing they should do for their family use. 

Senator Youne of North Dakota. If you based the price support 
of wheat on the feed ratio value, what would that price be today? 
You know the answer. 

Mr. Morse. How is that? 

Senator Youne of North Dakota. What would the support price 
on wheat be if you based it on your proposal ? 
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Mr. Morsr. I think that you would drive it out of the market. As 
you adjust the wheat support level, there would be guidance to the 
extent that it was flowing into feed use in these areas out of the tradi- 
tional feed producing areas. 

Senator Youne of North Dakota. You have the answer now if 
you want to give it. I can call up your technical people and they will 
tell me what the price would be. Why can’t you tell me? 

Secretary Benson. Of course, it would have to be related to corn. 

Senator Youne of North Dakota. Yes. 

Secretary Benson. And I would certainly favor, and I think my 
associates would share the feeling, that the adjustment would need 
to be made over a period of 2 or 3 years at least, and not make a sud- 
den adjustment, because that would work undue hardship on a lot of 
people. But, ordinarily, as I recall, the feed ratio is about 10 percent 
above corn. That is, 100 pounds of wheat runs about 10 percent above 
corn, I think, in feed value. 

Senator Youne of North Dakota. If corn was $1.18 a bushel 
that 

Secretary Benson. That would be 10 percent above that. 

Senator Youne of North Dakota. That is right. 

Secretary Benson. Then, of course, we w ould expect that the higher 
quality wheat w ould be above the support level in the market “and 
would bring a premium while the lower quality wheats would flow 
into feeds. 

Senator Youne of North Dakota. How many average sized wheat 
farmers in the United States do you suppose could stay in business 
with wheat at $1.30 a bushel with $10,000 combines, $4,000 and $5,000 
tractors and operating costs increasing every day? How many 
farmers do you suppose could stay in business at those kind of prices? 

Mr. Morse. That jumps to a conclusion which needs to be ex: umined 
in the light of the —— which has been made. There are various 
qualities of wheat. I don’t think there is any visualization that the 
quality of wheat produced in North Dakota and some of these tradi- 
tional high quality preferred milling qualities of wheat are going to 
be the kinds of wheats that are fed in lar ge quantities. 

But long before you got to the price level which you are speaking 
of, in these areas where there isn’t sufficient feed produced, that is, 
feed grains, you find wheat moving into feed use. 

So that is the reason this statement says the relationship without 
attempting to put dollars and cents value on it. 

Senator Youne of North Dakota. While you are moving in that 
direction down from a $1.80 a bushel now, would you retain produc- 
tion controls as you have now ? 

Mr. Morse. Yes. 

Secretary Benson. That could be done until you make the tran- 
sition. 

Senator Youne of North Dekota. You would break every wheat 
farmer in the United States except the very large ones. I am not 
talking about the 15-acre people. Many people raise 15 acres. That 
is a sideline. But you would break the wheat farmer by doing that. 
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I think a much better route would be production controls that would 
work. 

Secretary Benson. Often the high quality wheat in your area, as 
you know, sells above the support even now. These small wheat 
growers you speak of are small but they are numerous in number, 
and the aggregate production even on these small units, much of it 
low quality wheat, is tremendous. Our technicians tells us about 
600 million bushels of the wheat of July 1, 1960, stocks will have 
been produced on these farms of 15 acres or less. 

Senator Youne of North Dakota. That is the wheat you are ex- 
porting, though. 

Secretary Benson. We export some of it. We move out any we 
can. 

Senator Youne of North Dakota. You are exporting more of that 
than the high quality wheat that you are speaking of, and your export 
subsidy is higher now on this high quality wheat than it is on this 
low quality wheat. I don’t think you will solve the problem that 
way. You will make it immeasurably worse than it is now. I am 
willing to go along and tighten up controls. They need tightening 
up. Either that or abandon them, but to follow the route you propose 
would break every wheat farmer with the exception of these big ones. 

I will concede that a farmer with 5,000 acres of wheat using Cater- 

illar tractors and big equipment could raise wheat at $1.25 a bushel, 

ut is that the kind of agriculture we want in this Nation? That is 
what would result. Certainly no average sized farmer could produce 
wheat at $1.25 a bushel. 

Secretary Benson. I am sure we would all agree that we cannot 
continue in the direction we have been going. It may be we want 
a combination of continuing the controls for a period and gradually 
easing up on the controls as you got some adjustments in your price 
support levels. 

The efficient wheatgrowers in the efficient wheatgrowing areas would 
continue to move the wheat into consumption at a profit providing 
we can get some of it used for feed purposes, particularly the lower 
quality wheat. . 

Senator Youne of North Dakota. In the President’s statement he 
mentions that if you lower the supports, move in the direction of less 
controls, you would have this advantage—this is on page 6— 

Certain advantageous consequences would result from this approach. Better 
land use would come about, with high hazard land going into pasture and hay. 
Other conservation measures would be adopted by farmers. Farmers could more 
effectively make their farms in crop rotations. There would be an adjustment 
over acreage between such competing crops as corn, grain sorghums, and soybeans. 

You mean by that, when the farmers would cut down on wheat they 
would be moving to more feed grains, corn, soybeans, and sorghums; 
isn’t that right? 

Secretary Benson. There would be an adjustment, of course. 

Senator Youne of North Dakota. What kind of adjustments ? 
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Secretary Benson. Much of this land that was broken out for wheat, 
to help win the war—and we should not blame the farmers for it 
because we asked them to do it, you know that, they broke the grass, 
broke the sod, planted wheat—has resulted in some soil problems, ero- 
sion, wind erosion, and other things—much of that land, that marginal 
land that is not well adapted to wheat would go back into grass and 
permanent cover. That would help. We are doing some of that 
through the conservation reserve. 

I got some preliminary figures last Friday which estimate that the 
signup under the 1959 soil bank will bring out a total to 23.2 million 
acres, which will be under contract. And that is broken down accord- 
ing to tentative estimates which, I think, are fairly accurate: 3.7 mil- 
lion acres of corn, 3.6 million of oats, 3.5. million acres of grain 
sorghums, and 2.4 million acres of wheat. That is going to help, also, 
to bring about a better balance in our feed grains, particularly, and 
if we continue the conservation reserve and probably centering more 
of it in the wheat areas, it will be of great aid in helping in this adjust- 
ment which must be made. 

Senator Youne of North Dakota. I know that that has some value. 
You have not answered my question. This statement says that more 
of this wheatland would be going into corn, grain sorghums, and soy- 
beans. Can you stand more production of these crops? Don’t we 
have a big surplus of them now? Isn’t that one of our major 
problems ? 

Secretary Benson. In the case of soybeans, where we have had great 
freedom in the use of the price support mechanism, I think a remark- 
able job has been done in the expansion of the markets. 

Twenty years ago we produced about a million bushels of soy- 
beans. Today we are marketing about 500 million bushels at home 
and abroad. 

Senator Youne of North Dakota. You have a different problem in 
wheat. Ninety-six percent of all of the wheat in the world is pro- 
duced under price support programs, either two-price or multiple- 
price systems. You have an entirely different problem. 

Why aren’t you willing to give the wheat farmer the same kind of 
support program that you did the corn farmers last year? Why 
aren’t you? 

Secretary Benson. I think, Senator Young, that we would be will- 
ing to move in that same general direction if that is what the Congress 
wantstodo. You mean relate it to average market price? 

Senator Youne of North Dakota. Give us the same support level 
and no production controls given them, exactly the same support levels 
pel did them. 

ecretary Benson. I think we have to keep in mind that one sup- 
port level may not fit every commodity. 

In the case of one commodity it may permit the commodity to flow 
into consumption. In the next commodity it may result in piling up 
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surpluses in Government warehouses, and stifling the flow of con- 
sumption. So I think you need some little range in the use. 

Senator Youne of North Dakota. It would be down still more. 

Secretary Benson. I would think if we moved to the average 
market price we would certainly want to make the adjustment over 
a period of years rather than to make an abrupt change. 

Senator Youne of North Dakota. If I may, I would like to ask just 
one more question. 

The Cuarrman. Yes. 

Senator Youne of North Dakota. You see these statements about 
the cost of these farm programs, $8 billion, $10 billion, and so on. I 
notice in your own budget for next year you set up a budget of $6,450 
million, isn’t that correct ? 

These various things are said. You talk about a total investment 
that the Government will have in the commodities of $10 billion, and 
soon. That includes the loans, doesn’t it ? 

Secretary Benson. That $9.1 billion figure does include loans as the 
statement indicates. 

Senator Youne of North Dakota. Why don’t you state that they 
are loans ? 

Secretary Benson. We have done that, Senator. 

Senator Youne of North Dakota. You list them as investments. 
For example, in the Federal Housing Agency the Federal Govern- 
ment has insured loans and direct loans to date of $48,956 million. 
They don’t speak of them as investments or subsidies. Why does not 
the Department of Agriculture handle their loan program in the same 
way? REA has a repayment record of practically 100 percent. Still 
in the budget it is listed as an investment, as an expenditure, and the 
average person in the United States believes that the farmers are 
getting checks for this amount. 

I don’t know why you purposely paint the worst kind of picture for 
agriculture. 

Secretary Benson. May I, first, Senator Young, say that on page 4 
of the statement we indicated that it is for inventory and under loan, 
the total figure. We make that clear as we do, I think, all the way 
through. 

On the question of costs of programs of course, I don’t pose as a 
technician in that field. I am not a statistician. I will be very glad 
to have Mr. Ralph Roberts who has been handling financial matters 
in the Department for nearly 20 years comment on it if you care to 
have him do so. 

Senator Youne of North Dakota. This is in the President’s message 
which I understand you wrote. You talk about for wheat, cotton and 
rice producers who have allotments of 100 acres or more, the net 
budgetary expenditures per farm for the present fiscal is approxi- 
mately as follows: $7,000 for wheat; $10,000 for cotton; $1,000 for 
rice. You talk about budgetary expenditures, 
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Then in the next paragraph: 

Though some presently unknown share of these expenditures will eventually 
be recovered through surplus disposal, the final cost of the operation will un- 
doubtedly be much larger. 

You have a sizable recovery on all of these expenditures. 

Secretary Benson. I did not write the President’s message. We do 
recover part of the expenditures. 

Senator Youne of North Dakota. But your whole tone of it is, cer- 
tainly, unfriendly to any farmer looking at this. 

Secretary Benson. There was no intention to be unfriendly. I have 
been a farmer most all of my life, as you know. We are trying to 
present the figures objectively. I must admit it is difficult to under- 
stand the accounting system of the Government, but our technicians 
have instructions to present the figures objectively and honestly to 
try to show the whole picture. 

Senator Youne of North Dakota. The Federal Housing Agency 
does not list the $48 billion that they are guaranteeing loans on or 
direct loans as expenditures, do they ? 

Secretary Benson. That is just a guarantee. That is not a Fed- 
eral investment, as I understand it. 

The CHatrman. In connection with what Senator Young has been 
saying, I notice here in the President’s message : 

Budgetary expenditures primarily for the support of farm prices and farm 
income are now equal to about 40 percent of the net farm income. 


How do you explain that statement? I would like to know. 


y 
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STATEMENT OF RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT 
SECRETARY, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Roserts. The expenditure figure used in the President’s mes- 
sage is predicated on estimated expenditures in the fiscal year 1959. 

As you know, the President’s budget is presented on a receipt and 
expenditure basis. In other words, it is computed on the basis of 
outgo and income, and the deficit is the result of the difference be- 
tween the two. 

The figures the President used in his message of $5.4 billion repre- 
sents estimated expenditures on all of the programs in the President’s 
budget which have been classified as programs primarly for stabili- 
zation of farm prices and farm income. 

With respect to the investments, Senator Young, we do show our 
CCC programs, both loans on and purchase of commodities for inven- 
tory, as investments. 

But when it comes to computing the President’s budget, the expendi- 
tures that represent an outlay for loans or for purchase inventories of 
commodities must be reflected in the budget as an expenditure even 
though they represent an investment. 
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The same is true with respect to loans for FHA and REA, for ex- 
ample, yet in our realized cost statement we do net the receipts ‘of prin- 
cipal and interest against the expenditures, and thus recognize their 
existence. There is a bil) now pending in the Congress, as a matter of 
fact, which would permit the repayments of principal and interest on 
FHA loans to go into a revolving fund for use again for loan purposes, 
thereby reducing expenditures charged to agriculture in the budget. 
So I think it depends entirely on w vhether you are talking about an 
outlay or expenditure of money in the current year, an inventory or 
investment cost, or realized cost on an operation, all of which are quite 
different. 

Senator Youne of North Dakota. Does the Export and Import 
Bank list $8305 million in outstanding loans as expenditures, 
new authorization this year of over a billion dollars—do they list 
them as expenditures when they present their budget to the Congress ? 
J never saw them do it. 

Mr. Rosertrs. They do if they constitute expenditures from the 
Treasury which must be reflected in the President's budget. 

Senator Youne of North Dakota. These are loans to foreign coun- 
tries to buy industrial equipment from U.S. industries. They don’t buy 
farm commodities with these Export-)mport )oans but sti)) they are 
not listed as a subsidy like the agricultural program is. 

My, Roserts, (think we must draw a distinction between expendi- 
tures and subsidies, also. But, all of the expenditures of agencies of 
the Federal Government that go into the expenditure budget of the 
President are reflected in the same way that expenditures for agri- 
culture are shown. 

You mentioned the housing program, To the extent that the hous- 
ing program involves direct capenditures from the Federal Treasury 
they are reflected in the expenditure budget. To the extent that they 
are insured mortgages, financed from private enterprise, but insured 
by the Government, they are not included in the Budget as expendi- 
tures. But you see we are not involved in that kind of an insured 
loan program. 

Senator Youne of North Dakota. If I could just make one more 
statement. I will then conclude. I note your budget for next year 
over the present year is about a billion dollars less, $6,450 million. 
That does not indicate the programs are becoming much more costly 
as you say here. 

Of that $1,396 million are programs which have a definite foreign 
aid aspect where we get a big recovery, where we sell for foreign 
currencies. These foreign currencies are loaned back to the countries; 
$323 million of that is for the school lunch program which provides 
lunches for our school] children; $510 million for R.E.A. and R.T.A. 
loans, most of which are paid back, and so on. And that is out of your 


total of $6,450 million. So the budget is nothing like 7, 8, or 10 billion 
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dollars that so many of these newspapers and magazines are talking 














































- ) about. 

n- You present such a confused picture to the public, that the public 
ir : hardly knows what this program is about, _ ; 

of It is one of the reasons why the Republican Party in the last elec- 
n tion didn’t receive a majority of the farm vote in a single State in 
S, | this Nation. 
t & Mr. Roserts. I would like to make one more comment, Mr. Chair- 
in = ~~ ~=man, and I hope Senator Young will not feel I am arguing the point 
or : with him. 

te j Senator Youne of North Dakota. I will not. 

4 Mr. Ronents. The statement you have just referred to is, again, an 
rt 4 analysis of the expenditures in the President’s budget. We prepared 
8, j that statement in the Office of Budget and Finance of the Department, 
5 along with another statement which we distributed ear)ier ts session 
” » tothe members of this committee, to members of the Appropriations 

)  Subcomm)tree of the Vonse ant Senate and to the Mouse Committee 
1e 4 on Agriculture, in an effort to point out and clarify this very problem, 

i The statement with the classification of expenditures you have just 
1- | referred to, is one in which we attempt to classify the expenditures 
y 4 which are charged to Agriculture in the President’s budget, between 


re ? programs which have mu)tip)e benefits, and those which are predomi- 
nately for the benefit of the farmers. We included in that latter group 





L- \ only those programs which involve direct payment to the farmer and, 
rf 3 of course, the administrative costs in connection with them. 
~ We also distributed at that time what we refer to as our realized 
1- ) cost statement, which was prepared in accordance with the formula 

j suggested by this committee in its report on the extension of Public 
. > Law 480 last year, And in that statement we reflect the realized cost 
y ; of these programs after taking into account credits for all repay- 
y ments, credits for the foreign currencies realized on Public Law 480 
d operations, credits for the market va)ues of commodities used n dona- 
ao tion programs, investment in inventories on hand, and so forth. So 
d that 1t reflects a net figure of costs, after recognizing all sources of in- 
| come from the operation of each program. I hope that that statement 
. was helpful to the committee in analyzing this problem and in rec- 
. ognizing that there is a difference between expenditures as presented 
, in the President’s budget and the final realized cost on these programs 
y after the inventories have been disposed of. 

The Cuarrman. I go back to the sentence that I quoted from page 2 

‘ of the President’s message, saying : 
n 
° Budgetary expenditures primarily for the support of the farra prices and 
. farm income are now equal to about 40 percent of the net farm income. 
i Then you presented a statement, an estimate of the budget for 1960, 
2 and you proceed to show that CCC price supports, National Wool Act, 
i ; and acreage allotments, expenditures would be $3,134 million. 
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Now, the farmers don’t get this money, but some people could in- 
terpret it as meaning that the farmers are getting this money when 
you know they are not. 

Mr. Roserts. Mr. Chairman, the programs that are listed as pro- 
grams predominately for the benefit of the farmer, include the Agri- 
cultural Conservation Program which is a payment program to 
farmers for improved agricultural farm practices. That is the old 
AAA program. 

The Cuatrman. Aren’t you talking about the soil bank ? 

Mr. Roserts. No. Theagr icultural conservation program. 

The Cuatrman. I see. Why should you put that in as a cost when 
what was behind the whole Conservation Act was to protect and 
preserve our soil—that is all it was done for. 

Mr. Roserts. This particular table does not represent costs to 
agriculture. It is an analysis of our expenditures 

The Cuartrman. I understand but many do not. 

Mr. Roserts. On those programs which are, as we have referred 
to them, predominately for the benefit of the farmer. 

The CHarrMan. Yes. 

Mr. Roserts. As distinguished from those which are not. 

The Cuarrman. That is included, I presume, in saying what they 
get from the Government equals to about 40 percent of the net income. 
I wish you would break this 40 percent down because I don’t under- 
stand it. I have been trying to find figures to indicate wherein the 
farmer gets from the Government payments of cash or other pay- 
ments that is equal to 40 percent of his income. I wish you would 
break that down for us. 

Mr. Roserts. We will have one of our economists work on it. 
However, I believe you are using two figures differently than in- 
tended here. The table you are referring to and, perhaps, we ought 
to have it distributed to the other members of the committee, if they 
wish it, is the table we sent to you several weeks ago. It is merely 
an analysis of the expenditures in the President’s budget, and in the 
category that you are referring to, we have programs that involve 
payments directly to the farmer. 

The Cuarrman. Well now, when you say budgetary expenditures 
don’t you refer primarily to this analysis? 

Mr. Roserts. No. 

The Cuarrman. What do you refer to? 

Mr. Roserts. Budgetary expenditures primarily for the stabiliza- 
tion of farm prices and farm income. I will have Mr. Grant dis- 
tribute this table to the committee members. It is a table which re- 
flects an analysis of expenditures allocated to this functional category 
in the President’s budget as shown in the budget document itself on 
page 317. 
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(The table is as follows :) 


Department of Agriculture: Expenditures for the stabilization of farm prices 
and farm income, 1954-60 (based on table, p. 317 of President’s budget, 1960) 


{In millions] 


1959 1960 
Program é 1958 esti- esti- 
mate mate 


Price support, supply and purchase programs 

(Commodity Credit Corporation)_.-_------ $940 | $3, 073 
Milk and other dairy products for Veterans’ 

Administration and Defense Department-.-.- 24 47 45 
Title I of Public Law 480.... ..........-.---.- ; 615 3¢ 
International Wheat Agreement---_-.-_..---- 92 
Barter program for supplemental stockpile - - _|- aes ee 
GRE WP OI cn cus con enacucweneses bina inion 2 
Acreage reserve program Seca teceiataed 4 
Removal of surplus agricultural commodities_ 179 
ree eee ee ee ee 65 
Acreage allotments and marketing quotas---- 39 
7 12 
1,689 | 3,486 | 3,901 























3,430 | 3,151 | 5,386 
1 Continuation of the International Wheat Agreement is currently under consideration. 


(The following is the statement referred to in Mr. Roberts’ tes- 
timony showing the realized costs of programs primarily for stabili- 
zation of farm prices and income. “Realized cost” as used in the 
statement is also explained. This statement has been prepared in 
accordance with the recommendation and formula outlined by the 
Senate Committee on Agriculture and Forestry on p. 7 of its report 
(No. 1323) on the extension of Public Law 480, 85th Cong., 2d sess. 
Following the statement is a series of tables prepared at the request 
of the committee staff which provides further detail on the costs for 
these various programs, and, where appropriate, shows comparisons 
with expenditures and appropriations for the same activities. ) 
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42 PRESIDENT’S FARM MESSAGE, 1959 


“REALIZED Cost” 


“Realized cost” means the net cost actually incurred to date. It was adopted 
as the basis for the statement since (1) it is a realistic measure of the actual 
financial results of program operations within a specified time, and (2) it is a 
common denominator which can be applied to all programs regardless of how 
they are financed. For example, the advancing of a loan to a borrower under 
one of the Department’s lending programs is not considered a cost. It is regarded 
as an investment which will be repaid. However, the interest paid by the Gov- 
ernment on funds provided for lending purposes is considered a realized cost of 
the year in which it accrues. Similarly, interest collected from the borrower is 
included as income, or a reduction of cost. The principal amount of a loan 
becomes a cost only in the event the borrower defaults and the loan is written off 
by the Department. This example is illustrative of how the realized cost approach 
comprises elements of cost as distinguished from cash outlays, and how it 
also takes into account income and program credits. The realized cost basis can 
be applied to all programs since, regardless of how funds are made available for 
earrying out a program, there is in each instance a measurable net cost of 
operations to date. Many of the Department’s programs are financed directly 
from appropriations, some activities are carried out by corporations using their 
corporate funds, and others are operated from revolving funds. Funds available, 
therefore, is not a practicable common denominator for all programs; it likewise 
does not take into account income or offsetting receipts arising from operations. 
Realized cost does not include any element of anticipated gains or losses and, 
accordingly, is not synonymous with “accrued cost” or “accrued income and 
expense.” 

The realized cost statement is designed to present, in an objective and factual 
way, the realized costs of agricultural programs for the information of those 
interested in agriculture or in governmental operations generally. It was 
prepared by the Department to meet the need for a single table which would 
cover in a consistent fashion all of the agricultural programs. 


Realized cost of certain selected programs, fiscal year 1958, distributed by commodities, 
where possible—Commodity Credit Corporation 


[Millions] 


CCC non- 
recourse | CCC com- 
Commodity _, = — CCC total 
chase anc expor 
payment program 
programs 


Basic commodities: 





Total, basic 








Designated nonbasic commodities: 
Rn cinccnddacanagtoatnecbensencdpiaamay 
Other designated nonbasic 





Total, designated nonbasic 
Remaining nonbasic commodities-_...........-----.---- 





Total, commodities, selected programs. .-.....-.-- c 





Add costs not allocable to specific commodities: 
CCC supply, program and other activities.........|......---.-- 
CCC interest, administrative and other general 











Total, realized cost, selected programs.......-.-.-|--------.--- 





1 Excludes market value of commodities donated and other adjustments made in accordance with Senate 
Committee Report No. 1357 on bill S. 3420, 85th Cong. The excess of inventory cost over market value of 
commodities donated remains as a realized cost. 

2 Denotes credit—deduct. 
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National Wool Act Program—Relationship of 1958 realized cost, expenditures, 
and 1958 appropriation to reimburse Commodity Credit Corporation 


Incentive payments to producers 
Administrative expense 
Interest cost 


Total realized cost (and expenditures), 1958 
Add unrecovered costs of prior years 
Less unrecovered balance at June 30, 1958 


1958 appropriation to reimburse CCC * 


1 Limited to 70 percent of duties collected on wool and wool products during preceding 
calendar year. 


International Wheat Agreement—Relationship of 1958 realized cost, ewpenditures, 
and 1959 supplemental appropriation estimate (for 1958 costs) 


Differential payments to exporters for the difference between the domestic Villione 
market price and the International Wheat Agreement price 

Administrative expenses 

Interest cost 


Total realized cost (and expenditures), 1958 
Less excess of reimbursements to CCC over prior year costs 


Add interest to estimated date of recovery_............................... 
Supplemental appropriation estimate, 1959 (for 1958 costs) 


Donations of commodities to other nations under title II, Public Law 480—Rela- 
tionship of 1958 realized cost, expenditures, and 1959 supplemental appropria- 
tion estimate (for 1958 costs) 


[In millions] 


Deduct Realized 
cost shown 
CCC in- Ocean in “‘Stabi- 
Commodity vestment | freight Total Ocean | lization of 
Market | freight | farm prices 
value and and 
interest | income” 





Basics: 





Us NB oe kpc cnctaenuad 
Designated nonbasics: Dairy prod- 





Ocean freight on sec. 416 commodities 
dona ted ! a 
SN gic ahetwcanccncuedsctae 





Gross cost (and expenditures) -__. 

Less excess of reimbursement to CCC 
over pricr-year costs | 
Add interest to estimated date of | 
recovery 








Supplemental appropriation 
estimate, 1959 (for 1958 costs) -- 119. 2 














1 Sec. 208 (b) and (c) of the Agricultural Act of 19565 authorizes the inclusion of this cost as a part of title IT 
costs. The CCC investment in commodities donated under sec. 416 of the Agricultural Act of 1949, as 
amended, is recovered by CCC as a part of the restoration of capital impairment. 
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1959 


supplemental appropriation estimate (for 1958 costs) 


{In millions] 





; Less credit plemental E 
Commodity CCC gross | for foreign | Realized | Expendi- | appropria- a 
cost currencies cost tures tion esti- a 
collected mate (for M4 
1958 costs) ie 
Basic: ; 
a ee $61.7 $28. 6 $33. 1 $61.7 $61.7 q 
Tee ncn consomapeeaoannnmatatan 189.7 74.7 115.0 189.7 189.7 a 
ee enn Kocdinddt akkacmakgudaman 53.3 14.5 38.8 §3.3 53.3 
Rs ols caddnnsienonnhecakucth 28.0 19.8 8.2 28.0 28.0 ¢ 
We aca coetecsulaxetuss cet cktedus 584. 4 264. 8 319. 6 584. 4 584. 4 i 
ei eo 917.1 402. 4 514.7 917.1 917.1 
Designated nonbasic: Dairy products--_--.-. 30, 2 13.8 16.4 30.2 30. 2 
i glial a ae A Re 141.7 62.3 79.4 141.7 141.7 
Total program cost_-_-.....-.-.-- imal 1, 089. 0 478.5 610. 5 1, 089. 0 1, 089. 0 
Interest on CCC investment in com- i 
sete st eaten elena. ak cand ee fesnacenaeies 65.7 55.7 55.7 
i a a Es 1, 144.7 478.5 666. 2 1, 144,7 % 144, 7 
Less: Credit for foreign currencies collect- 
Proceeds from Treasury sales of foreign 2 
currencies for U.S. dollars __- Rs ile eS ol eR 4 
Foreign currencies used for multilat- : 
eral trade and economic develop- 
ment loans and grants, military pro- 
curement, and other purposes under 
DO iigg iakiatibycbhconndubsnsen PE chan ie cain HES nak wham hed npicdihdine eon cane carn oni 
Foreign currencies on deposit in Treas- | 
ury: 
At June 30, 1958 (valued at Treas- ; 
ee DN ONO dg. consicn. olecescnecconslaxucadesveuslaesacneouwacs 
At June 30, 1957 (valued at Treas- ' 
ury selling rate at June 30, 1957) IE gn tte eS ee li 
Net increase in balances of for- Pe t 
eign currencies on deposit in 
"SPONGUNF 6 cmoic cs. ci...+2---- — | >) ere capi scSbeieat teins Loe tacde tind ncaa Ries | 
— ' 
Total credits..._.....--_-- —478. 5 RE al 2. | 
—-= —|—— \ 
Less: Credit for foreign currencies sold: | 
Dollar proceeds from Treasury sales. -..|............].........---]_-.-...----. PANE TE ddéiedcnamae 
Recoveries from Defense Department 
for currencies used for military hous- 
tN hati natinin aiteasteAipalliie okt iecaeandh eiclap sk aatdeeha dead Fannin 
Add: Net unreimbursed amount of prior 
year ests te oe ici ecighcen Oh tips eli Me antihie ascot eine este anincs ares Siete w Bierce ded eres lignes 8.8 
Less: Estimated future recoveries from— 
Dollar proceeds from Treasury sale of 
foreign currencies __-- C chub depheaibcdsh éhthacdiconksatmbbtaepcosank ieiatiiaices —44.1 
Recoveries from Defense Department Scans nie ieee ak nh es eine ot ccc aie a mccain ere —87.4 
Total, appropriation estimate, ex- . 
I a ed 1, 022.0 
Add: Interest on CCC receivable to esti- 
cick BEE ernie Peienabekalgollitiba scisieanic Paperal tons ue tadee obec ane 11.5 
a titel dae icamgsétinccane enki GU tp bsmthcnssucionuceecscend 1,073. 2 1, 033. 5 








Sales of surplus agricultural commodities for foreign currencies under title I 
Public Law 480—Relationship of 1958 realized cost, expenditures, and 1959 








1959 sup- 















































1 Includes $1.2 million for which credit was taken in 1957 net realized cost, representing net decrease in 
collections in transit to CCC from Treasury as follows: 


In transit at June 20, 1957 
In transit at June 30, 1958 


= 
+ tee 
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Removal of surplus agricultural commodities under sec. 32—Relationship of 
1958 realized cost, expenditures, and appropriation 


Commodity Millions 
Designated nonbasic: Dairy products..............2 se $122. 6 
‘. CU is Sic iis ies ok cares ken een ded eae 4.6 
i 
4 PO rs i a ca step ea 127. 2 
Other, not allocable to specific commodities_________________-____----- "aoe 
oy ————— 
ri Total realized cost (and expenditures) _____-________________ 125. 5 
4 Add: 
iq Amount returned to Treasury as no longer available______.______ 83. 5 
Unexpended balance at end of 1958________________-_ Saas 25. 3 
Less: Unexpended balance at start of 1958____.--._.--____-__-----_ —318. 1 
1008 appwonriatwm (SG;usted)........- 5. ccs #216. 2 


1 Excludes $4.6 million transferred to Bureau of Commercial Fisheries, Department of 
i the Interior. 
2 Denotes deduct item. 


Sugar Act—Relationship of 1958 realized cost, expenditures, and appropriation 


Less sugar tax} Realized cost 





RRS Sis 









Total cost collection 
Pe i soo ono teee Sete, ee ee so teh ct Gans iapusignes 
i Administrative ORPUMBOEL J. iiss. Ji. s dot. e ond. Bi ctscdblones wade 
{ Total cost (and expenditures)._.________-__-----_---_--- 69.6 $90. 4 1 $20.8 
; Less expenditures from prior years’ appropriations--___....._- Soh Uke i cndticee L. anncdudokt 
i RNIN iin sc rah cancnctenasccndbawassaceubbel C0 2 (hid ganccepniney BATIO <n cemnee 






1 Denotes gain. 
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Soil bank—Acreage reserve program—Relationship of 1958 realized cast, ea- 
penditures, and appropriation 


Payments to farmers for diversion of cropland from crop production: 
Basic commodities : 


Commodity Millions 


$196. 5 
143. 6 


Total, commodity cost 
Interest cost 
Administrative and other costs 
Less: Receipts from harvesting and grazing penalties 


Total, realized cost 
Add back: Receipts from harvesting and grazing penalties (included ‘n 
budget among miscellaneous receipts) 
Less : 
Interest cost included in CCC expenditures for which CCC was reim- 
bursed by Second Supplemental Appropriation Act, 1958 
Refund received from CCC for unobligated balance of 1957 advance 
Re Fae ee Oe a iii siricctetticincriensentcataene pret eenteaormenicntnudin 


I: IN 5 iets cs ened See areeinbeaieings acini biamamipgepatelie 
Add back: Refund received from CCC for unobligated balance of 1957 
advance 
Add: Unobligated balance available at June 30, 1958 


1958 appropriation (adjusted)* 


1 Excludes $78 million transferred to Commodity Credit Cornoration as partial reimburse- 
ment pursuant to Second Supplemental Appropriation Act, 1958, for 1957 soil bank costs 
which were financed by CCC. F 


Other (acreage allotments and marketing quotas )—Relationship of 1958 
realized cost, expenditures, and appropriation 


{In millions] 








Less receipts 
Commodity Program from Realized 
expenditures | marketing cost 

penalties 








Total cost (and expenditures) 
Unpaid obligations, end of 1958 








1958 appropriation (adjusted) 











1 Includes $100, 000 transferred from ‘‘Conservation reserve,” soil bank programs for increased pay costs 


Senator Symrneron. I would like to pursue what the Secretary 
means by the phrase here, “Price supports are adjusted to feed-use 
relationships.” 

The price of corn in my State last month was $1.02. 

As I understand your statement, in order for wheat and corn to 
have the proper relationship, the price of wheat would be around 
$1.12 to $1.15 a bushel. Is that correct? 
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The Cuarrman. I would like to make this suggestion to Mr. Roberts: 
that he give us a memorandum or a statement indicating how this 
figure of 40 percent of net income of the farmers has been reached. 
Will you give that for the record and it will be put in, in connection 
with your testimony. 

Mr. Ropserts. Yes, sir. 

(The information is as follows:) 


In the above request the chairman was referring to the President’s special 
farm message to the Congress in which it is stated that expenditures in the 
present fiscal year total $5.4 billion for programs for the stabilization of farm 
prices and farm income, and that these expenditures are “equal to about 40 
percent of net farm income.” In using this expression the President’s message 
was comparing net farm income of all farm operators in the United States in 
1958 (estimated at $13 billion as shown in table D-64, p. 212, of the Economic 
Report of the President) with the $5.4 billion in expenditures for programs 
primarily for stabilization of farm prices and farm income—in other — 
$5.4 billion is “equal” to about 40 percent of $13 billion. The total of the $5. 
billion referred to was not paid to farm operators; and, since used in a colhant 
of comparison, it was obviously not the intention of the President to infer that 
it was so paid. 

In further explanation of the $5.4 billion of expenditures, there is presented 
below a statement which shows the programs and related amounts included in 
this total. 

UNITED STATES DEPARTMENT OF AGRICULTURE 


Estimated expenditures for stabilization of farm prices and farm income, fiscal 
year 1959 (based on table, p. 317, of President’s budget, 1960) , , 
d n 
Program ( ‘aiillens ) 
Price support, supply on purchase programs of Commodity Credit 
Corporation, including commodity loans and the purchase, storage, and 
sale of supported agricultural commodities 
Milk and other dairy products furnished to Veterans’ Administration 
and Defense Department to increase the use of such products____--~- 
Title I of Public Law 480: Sale of surplus agricultural commodities 
abroad for foreign currencies 
International Wheat Agreement: To provide an assured export market to 
the United States, as a participant in the agreement, and assured sup- 
plies to importing countries, at stable and equitable prices 
Barter program : To stockpile strategic and criterial materials, other than 
national stock pile commodities, acquired through barter and exchange 
of surplus agricultural commodities 
National Wool Act: To encourage the annual domestic production of 300 
million pounds of shorn wool by providing incentive payments to pro- 


Acreage reserve program: Producers are compensated for reducing 
acreages of specified basic commodities below established acreage allot- 


Removal of surplus agricultural commodities : To encourage the exporta- 
tion and domestic consumption of surplus agricultural commodities 
through purchases for distribution to schools and welfare institutions, 
payments to stimulate export sales, and diversion to byproducts and 
new uses 

Sugar Act program: Through payments to domestic producers assures to 
consumers adequate supplies of sugar at reasonable prices, protects 
the American sugar industry and promotes export trade 

Acreage allotments and marketing quota: Assure each farmer a fair share 
of the available market and the total production required on specified 
COTO. oss oa ee Sahn ene een alee aha 

Other programs: Net expenditures under Public Law 161, 84th Cong., 
and the Federal crop insurance program 
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The Cuarrman. Now, Mr. McLain you may proceed. 

Mr. McLain. Senator Symington, most people that are acquainted 
with feed relationships know that wheat has a value compared to 
corn. 

Senator Symineton. I know that. 

Mr. McLarn. It depends, of course, upon the quality of the wheat 
but I think roughly speaking a value of about 10 percent above corn 
is what we indicated earlier. You can relate that to the price in the 
area, and, as the Secretary and Mr. Morse have indicated, where you 
have quality wheat like that raised in many areas of the country, then 
the values would be way above that. 

Senator Symineron. I want to know what the price of wheat has to 
be in Missouri in order to be “adjusted to feed-use relationship,” 
which is the phrase used under (b) on page 13. Based on previous 
statements, you would adjust the price of wheat down in my State, for 
example, to certainly not. more than $1.15 per bushel. Is that correct. 
That is a yes-and-no answer on the statement of fact. 

Mr. McLatrn. I think the quality of a lot of the wheat raised in 
your State would be in that neighborhood. 

Senator Symrneton. It is not the quality of the wheat I am inter- 
ested in; it is the price of the wheat in order to have it go into feed- 
use relationship. 

What would the price on the wheat be to go into feed-use relation- 
ships in my State? 

r. McLarty. The big point I think you are missing, Senator Sym- 





ington 

Eedise Symrneron. I am not missing anything, because I am not 
looking for anything except a figure. I am asking the question, what 
would the price on wheat be, in order to have wheat moving into feed 
in my State, if the price of corn is $1.02? 

Mr. McLarn. You see, what we are currently doing, we are taking 
all this stuff into our inventory, the low quality as well as sonie of 
the average quality. Now, if the price relationships were brought 
down so that this did move into feed, this does not necessarily mean 
that the price of quality wheat would come down to that level, be- 
cause as the Under Secretary has indicated here, many times even with 
the stocks that we have, the price for quality wheat is selling above the 
support level. 

aan Symineton. What do you think would be the price of the 
wheat 

Mr. McLatn. I think it has been accurately stated here the way 
you indicated. Feed wheat that you are talking about, that is where 
it will be—— 

Senator Symrncron. Where? 

Mr. McLarn. If it were quality wheat, that demanded a premium, 
there was not an oversupply of it, considerably above that. 

. Senator Symrneron. Where would it be? Would you name the 
gure? 

Mr. McLarn. Way above it, in many instances. 

Senator Symmneton. Would you name the figure? 

Mr. McLarty. You would have to have the specific circumstance 
before 
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Senator Symineron. Would you give me the answer in terms of dol- 
lars and cents? 

Mr. Morss. The most recent price report here is as of January 30, 
that gives some figures that help illustrate. In a number of the 
Western States, the wheat price averages $1.61 for the mountain 
area, $1.77 for the Pacific area. The corn price in a number of these 
same States ranges from $1.40 to $1.55. So I think just those figures 
in themselves—and others could be quoted out of this price report— 
illustrate that you do not go very far until these lower grade wheats 
begin, in these areas of feed deficit, to move from the Corn Belt, move 
from the heavy production areas for grain sorghum, where there is a 
big freight haul involved, where you would begin to have wheat, 
particularly the lower grades, moving into feed use. Out in the 
Pacific States, there is a great deficit in production of livestock and 
livestock products in considering the population, rather the growing 
a secre that there is out there. 

So that these adjustments would be brought into play that would 
help in many ways. And you cannot say that wheat would move into 
feed use necessarily, that is all grades of wheat, into a feed relation- 
ship in every State. 

But in these feed deficit areas, some adjustment in wheat price would 
begin to move it into feed use. 

Senator Symineron. Mr. Chairman, I do not want to labor the 
question, but I have a Department of Agriculture document here—the 
January 15, 1959, agrioubiens prices—and it shows that the price on 
corn as of January 15, 1959, is $1.02. Now, if that is true—and I will 
only ask the question once more, and if we cannot get an answer to it, 
I will withdraw it—I would like to know what the price of wheat 
would be in dollars to comply with the idea in the Secretary’s pre- 
ferred approach, which under (b) reads as follows: 

Eliminate all acreage allotments and marketing quotas for wheat as soon as 
price supports are adjusted to feed-use relationships. 

I would like to know what the price of wheat would be in the opinion 
of Mr. McLain, with the price of corn at $1.02. 

Now, if you want to give three figures, one on poor quality wheat, 
one for average quality, and one for fine quality, that would be fine 
with me. But I would like an answer to my question. 

Mr. McLain. Well, I think it would deserve to get a specific 
answer—we would be glad to furnish it for the record, Senator 
Symington, on the basis of the different qualities. We would be glad 
to do it. 

I appreciate that you are trying to get a firm answer to a question 
relative to the feed value, and I see no reason why we should not 
furnish it for the record. 

Senator Symineton. Did you say that wheat should be 10 percent 
above the corn ? 

Mr. McLarn. I said that was an approximate figure that most 
people—— 

Senator Symrneton. Now, approximately 10 percent ahove $1.02 is 
approximately what? 

Mr. McLain. You have to relate it to the qualities, again, which 
gets into the area of controversy. 
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Senator Symrneron. All right. If it is a good quality, what is it 
er 2 
secretary Benson. Senator, can I give you an illustration ? 

Senator Symineron. No, Mr. Chairman; I will withdraw the 
question. 

Secretary Benson. No—— 

Senator Symrneton. I will just withdraw the question. 

Secretary Benson. May I say this, Mr. Chairman 
4 Senator SYMINGTON. Tn good humor, I just would like to with- 

raw it. 

Secretary Benson. As an old wheatgrower and livestock feeder, 
it was a very common practice to buy low quality wheat and feed it 
to livestock. The best quality wheat moved into the market for 
milling purposes. 

Now, under this arrangement, and the problem which Senator 
Symington has raised, the low quality wheat would move into con- 
sumption as feed when that wheat reached the point about 10 percent 
above corn in the area. That does not necessarily mean that the 
average of wheat will be 10 percent above corn. 

The good quality wheats may be 20 percent or 30 percent above 
corn, and no one can tell in advance just which varieties and qualities 
will move at which price. But certainly the lower qualities would 
move first into the feed market in competition with corn, but with 
a feed value about 10 percent above corn. 

Senator Jorpan. Mr. Chairman, may I ask a question ? 

The CuarrMan. Senator Jordan. 

Senator Jorpan. Under the loan plan now, you do have a different 
loan scale for different qualities of wheat, is that right ? 

Mr. McLarn. That is correct. , 

Secretary Benson. Yes, that is correct. 

Senator Jorpan. How much does it vary from what you would 
consider feed grain up to your top Hard Winter Wheat, I believe—— 

Mr. McLarn. It varies, Senator Jordan, by years, of course, de- 
pending upon what the qualities are. But there is not as wide a spread 
as many people would like to see, and it comes about because the 
programs we have had have kept the price up of this quality wheat 
that is not very good to the point where it has gotten the price under 
the loan higher than it would have if we did not have this type of 
program. So that is what makes it a little misleading. That is 
why we have had the expansion and, of course, we take over the stock. 

Senator Youne of North Dakota. If you might yield there? 

Isn’t there a greater surplus today of high quality, Hard Red Spring 
and Hard Red Winter Wheat ? 

Mr. McLain. I think our biggest surplus is the Hard Red Winter, 
which I am surprised you would say is the best quality, Senator 
Young. 

Senator Youne of North Dakota. I do not say that. I say that the 
two best qualities are Hard Red Winter and Hard Red Spring. I 
think Hard Red Spring is the best quality. But that is in the second 
greatest surplus situation, and it contradicts all the arguments you 
are making. 

Senator Hotianp. Mr. Chairman, I would like to ask two or three 
questions, just purely as an outsider, as far as wheat is concerned. 
The Cuarrman. Senator Holland. 
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Senator Hotxanp. I found in North Dakota and in Kansas, both, 
two reasons advanced by the wheat farmers generally as reasons why 
they thought the program was not doing for them and for the wheat 
industry in general what it should. 

The first reason that they advanced was the existence of this right 
for anyone to plant up to 15 acres, regardless. Now, I am not quoting 
Senator Young, I am just saying I ran into this in his State, and I 
think he thinks the same thing as—— 

Senator Youne of North Dakota. I would say the same thing. 

Senator Hotianp. I am not trying to speak for any individual. 

The wheat farmers I talked to out there all seemed to feel that that 
promoted the production of wheat in areas that were not natural 
wheat-producing areas and had promoted it to a degree that those 
areas were producing a large part of the surplus. 

Now, is that correct or not? 

Secretary Benson. Senator Holland, that is essentially correct, I 
am sure. 

What we have done, we have cut back wheat production in the most 
efficient areas, you have spoken of, and we have stimulated produc- 
tion in the least efficient, and some of the very marginal areas. 

In the process, of course, we have hurt the old commercial wheat 
producer, primarily. 

Senator Hotianp. As I understand it, that is a defect in the law? 

Secretary Benson. It is, sir. 

Senator Hotianp. And would it be your comment on that provision 
in the law that it is a defect which prevents the doing of a good and 
serviceable job to the Nation and to the producers of the high-grade 
wheats which the millers and the Nation generally need ? 

Secretary Benson. Senator Holland, I agree fully. And as a mat- 
ter of fact, unless corrective legislation is provided, and if the present 
trend continues, this thing will crash down on our heads. We must 
have a change in the basic legaslation on wheat. 

Senator Hotuanp. I notice on page 12, about the middle of the page, 
this statement: 


In 1958 these farms— 
that is the 15-acre farms— 
planted more than double their allotments. 

Secretary Benson. That is right. 

Senator Hotianp (continuing) : 

Some 600 million bushels of the 1.5 billion carryover on July 1, 1960— 
that is an estimated carryover—— 


Secretary Benson. Yes. 
Senator Hotianp (continuing) : 


will result from this provision. 


That indicates that in your judgment 40 percent of the carryover at 
our time of greatest surplus, that you can now foresee, will come out 
of this 15-acre provision ; is that correct ? 

Secretary Benson. That is correct, sir. 

Senator Symrneton. Will the Senator yield ? 

Senator Hottanp. Yes, I will yield. Iam trying to—— 
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Senator Symineton. How does the Secretary interpret that 40 per- 
cent of the carryover is from the 15-acre provision when he makes the 
statement that the total wheat growers of 15 acres or less produce only 
13 percent of the crop. How can you produce 13 percent of the 
crop and be 40 percent of the carryover ? 

Mr. McLain. Senator Symington, this is an accumulated carryover 
that we have. It goes back several years. And this statement relates 
to the accumulated amount involved in this. This does not mean an 
annual production. 

Senator Symineron. If the 13 percent is recent and the 40 percent 
is cumulative, then the 15-acre man is doing less than he did before? 

Mr. McLain. No. This program has been going on for many years, 
and the accumulation, the 15-acre accumulation, has been going on 
for many years. 

Senator Symineron. But is the 15-acre wheat a better quality wheat 
than the other wheat ? 

Mr. McLarn. No, no. 

Senator Symineton. Then how can the statement made by Senator 
Young be correct, that the surplus problem is primarily in the higher 
grade wheats if at the same time the 15-acre man is only producing 
13 percent ? 

Mr. McLain. Well 

Senator Hotianp. Mr. Chairman, I am not quite through with my 
questioning g,if I may 

The CHAIRMAN, Proceed, Senator Holland. 

Senator Hotianp. Now the second objection that I ran into in at 
least two States—and I would like to have Senator Young follow 
along, Senator Schoeppel is not here—was in the form of a very defi- 
nite feeling of resentment of what they say is the giving of premium 
character, so far as the price support program is concerned, to in- 
ferior wheats produced in the soft wheat areas, which happen to be 
a good long distance from the terminal markets. 

Whether this is the case or not I do not know, but I wanted the 
record to show it. These farmers that talked to me in North Dakota 
and in Kansas, both, said that for some of the soft wheats produced 
in the areas that were relatively far away from the terminal markets, 
that a higher price support under the law now existing was permis- 
sible and was granted than was the case in the production of the hard 
and highly desirable wheats from North Dakota and Kansas. 

Now is that correct ? 

Mr. McLarn. Well, Senator Holland, the law is pretty specific on 
how we determine premiums and discounts, and they are related to 
market price in a recent period. And the market price does funny 
things when Government gets in the act and does what it does. That 
is why this thing gets distorted. 

So all I can say to you is that we follow the law rigidly. We have 
career people who have always done this and are still doing it, and 
the law is followed literally because this thing is a controversial thing 
between areas as you well recognize. 

Senator Hortanp. What I am trying to bring out is, is it possible 
that the law is as inaccurate in its application to this program and in 
its help in working out the program, in the matter that I have just 
mentioned, as it is in the 15-acre allotment ? 
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Mr. McLatrn. I think as long as Government stays in the act like 
it currently is, and we have the takeover that we have, we are going 
to distort the market price, and this is really the essence of what you 
are saying. 

Senator Hottanp. Well what I am saying is this, that the farmers 
from these two areas, in which certainly they are producing the best 
wheat we have, complained to me that inferior wheats, inferior from 
the standpoint of their usefulness in mills and their desirability for 
milling, produced elsewhere and frequently with a higher yield per 
acre, were commanding under the law—I am not blaming this on any- 
one but the Congress, we passed the law—were commanding a higher 
price in the support price column than were their hard wheats. 

Now is that correct or not ? 

Mr. McLarn. I think there are instances where this is correct, yes. 

Senator HoLtianp. Well now it seems to me, Mr. Secretary, if we 
could have specific recommendations on how to deal with those two 
problems, that the committee would appreciate it. The thing that I 
have noticed is not only the fact that people generally have felt that 
the law is not operating fairly, but also that the law is operating in 
such a way as to place the production of grains in places where they 
ought not to be produced. 

In my own State, last year, five counties were put in the commercial 
corn area simply because of the displacement of prices, or malplace- 
ment of prices, that resulted, so they tell me, from the price-support 
program. We cannot raise corn, or should not raise corn, in com- 
petition, with some other areas that can produce it much better and 
more cheaply. 

Now we have become a wheat producing State. 

Mr. McLain. Yes—— 

Senator Hotzanp. Last year, I understand, something over 100 
farms in our State produced wheat, again growing out of the fact that 
the wheat areas that are traditional are just being displaced entirely 
and spread all over the country. 

Now is that correct ? 

Secretary Benson. That is correct. 

Senator Hotzanp. Could we have recommendations that will deal 
with those two—— 

Secretary Benson. Yes, sir; and we have them right here in this 
statement. As a matter of fact, every time that we attempt in peace- 
time, particularly, to fix prices of farm commodities at unrealistic 
levels, noncompetitive levels, we distort the production of that com- 
modity. And in the case of wheat we have spread the Wheat Belt 
all over America—at least that is what we are doing—to the detri- 
ment of the most efficient areas in the country where they can grow 
wheat the cheapest. And as long as we continue artificial prices we 
are going to have that. 

Now that is rather cold to say that, but that is nevertheless the 
economics of it which we must face and must live with. 

Senator Hotianp. It is a fact that in the last year of the operation 
of the old corn program, the year before this year, that you had 38 
new commercial corn counties in the Nation ? 

Secretary Benson. That is correct, areas that had never been in 
commercial corn production before. 
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The Cuarmman. All that has been eliminated, of course, under the 
1958 act. 

Secretary Benson. Yes, it has been, Mr. Chairman. 

Senator Hotxianp. I am thinking of seeing if we could do some- 
thing comparable to that in the wheat matter, and that I think fol- 
lows out the suggestion made by 

The Cuatrman. I understand the Secretary is going to recommend 
abandonment of the 15-acre provision of the law ? 

Secretary Benson. Mr. Chairman, if we follow one, the alternative 
recommendations we have made here, the 15-acre problem would be 
solved. 

But the thing we did recommend against was the restriction in the 
law now preventing a farmer from feeding his own wheat on his own 
farm to his own livestock. We have recommended the elimination of 
that provision several times. Congress went to 30 last year. In 
other words, a farmer can grow 30 acres if he feeds it to his own live- 
stock. But this is something else. 

The Cuarrman. I think the President signed that bill? 

Secretary Benson. Yes, he did, sir 

The Cuarrman. You did not object to it? 

Secretary Benson. No, sir; it was a step in the right direction. We 
did not step far enough, but it was helpful. 

The Cuatrman. Senator Proxmire. 

Senator Proxmire. The Secretary has recommended elimination of 
all acreage allotments and marketing quotas for wheat as soon as 
price supports are adjusted to feed-use relationships. Now it seems, 
in view of my understanding, that the wheat program is holding back 
about 500 million bushels of wheat, and in view ; of the great expan- 
sion which you have set forth in the productivity of wheat acreage, 
that this might very well result in hammering down the price of hogs, 
the price of beef, dairy prices as this additional feed is sold, or wheat 
is sold, through the milk pail, or through hogs or through beef; isn’t 
that true? 

Secretary Benson. Senator Proxmire, we have an abundance of 
feed and we have good livestock prices; cattle prices are very good, 
and hog prices have been good, and most of these acres are growing 
something now. And that. i is important to keep in mind. We are 
not increasing the acres. As a matter of fact, we are contracting the 
acres a little because we are putting some into the conservation re- 
serve. So there will be some land that probably is growing soybeans 
now, maybe sorghums in the more efficient areas, that may go into 
wheat. The areas in the East, and part of the Southwest, the mar- 
ginal areas, will go back into grass and other things. So you will get 
a reduction, a total reduction, of wheat. There will be some of the 
lower qualities flow into feed as has been done traditionally until 
we started fixing prices on wheat, getting them at noncompetitive 
levels. So there will be adjustments without any question. But I 
think the total quantity of feed will not be increased by the adjust- 
ment we are suggesting. 

Senator Proxmrre. You are telling me that as the price of wheat 
drops it will not be reflected in the price of hogs, beef, dairy 

Secretary Benson. Of course over the long pull there is a relation- 
ship between feed prices and livestock prices. 











an acne a 2 pn a a att 
“se 






eee 
oo ——_ * 


er 


i PE: li 


in. bales 


oe 


tt 


|= 








= 


¥ 
xe 
} 


eit 


ee: 


PRESIDENT’S FARM MESSAGE, 1959 590 


Senator Proxmire. Isn’t it definite, exact, and don’t your tech- 
nicians show that there is a precise relationship ? 

Secretary Benson. No; no precise relationship. Probably closer 
in the case of corn and hogs than in any other type of livestock. 

Senator Proxmire. What I am getting at is the general question the 
chairman asked earlier when he talked about the fact that support 
of basic commodities has helped to hold up the price of nonsupported 
commodities. 

Secretary Benson. You, see, in the case of corn the controls were 
not effective anyway. There were only 12 percent of the corn pro- 
duced in the 1958 commercial corn area eligible for the compliance 
support. Sothey were essentially free. 

Our livestock population is increasing somewhat; our population 
is increasing 3 million a year, and we are going more and more to 
a protein, a livestock protein, diet. We are eating more beef per 
capita, and more poultry per capita. So the trend will be toward 
greater population of livestock as our human population increases. 

We think this adjustment will tend to move some of the low- 
quality wheat into feed. It will tend to reduce the total acreage of 
wheat in this country. It will tend to dry up some wheat produc- 
tion in the inefficient areas, and areas where low-grade land should 
be in permanent cover, such as grass. And the conservation reserve 
will help to speed up that adjustment which we think is inevitable 
and must be made. 

Senator Proxmire. In view of what you are recommending it 
would seem to me very helpful, Mr. Secretary, if you could provide 
for us, your technicians provide, studies to show whether this ad- 
justment that you speak of would have any effect on the price of 
hogs or beef. Tell us just what that adjusted price would be next 
year, or the year after, or something of that kind? 

Secretary Benson. We could provide the best estimates we can, 
Senator Proxmire. 

Senator Proxmire. That would be very helpful. 

Now I want to ask one other question. If we go back just five 
lines, in subsection (a), you say: 

Base price supports for wheat on a percentage of average market prices of 
the immediately preceding years— 

Presumably that is 75 to 90 percent of the market ? 

Secretary Benson. We suggest that there be a spread at least for 
the first 2 or 3 years to help in this adjustment. But after that ad- 
justment, I would think the same thing we have for corn would 
apply very well. It would be 90 percent. 

Senator Proxmire. The second part is: 


* * * if the existing standard is retained, give the Secretary the same dis- 
cretion as he has for most other commodities. 


That is zero to 90 percent ? 

Secretary Benson. That is what we have in the case of all of the 
nonmandatory commodities except 

Senator Proxmrre. 90 percent ? 

Secretary Benson. Where we have had the full discretion, Senator, 
we have never, I think, gone below 60 percent of parity. And it is 
desired simply to have this tool in a way that we can use it most 
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effectively to help to facilitate marketing and build markets, not 
dry them - 

senator Proxmire. You have expressed no preference between these 
two alternatives ? 

Secretary Benson. Yes, I think No. 1, at the top of page 13, remov- 
ing controls, is preferable and would be for farmers. 

Senator Proxmire. Thank you. 

Senator Hottanp. Might I ask one question there ? 

Isn’t it a fact, looking at the agricultural industries in the Nation 
which are not under controls now, that roughly you can say those 
not under controls are the prosperous ones, and those under controls 
are the ones that do not have the full measure of prosperity ? 

. Secretary Benson. I think generally speaking that would be true, 
ut 

Senator Hotianp. Let’s name some of them: Livestock generally is 
prosperous, is it not ¢ 

Secretary Benson. Yes, it is. 

Senator eanaten Fruits are generally prosperous ? 

Secretary Benson. Vegetables. 

Senator Hotuanp. Vegetables are generally prosperous. Poultry is 
generally prosperous. Dairy, except in five or six States where they 
produce more than they can market in any neighboring, close-by 
markets ? 

Secretary Benson. We would like to say 
Senator Proxmiree. I want to rise on a point of personal privilege 
on dairying because 

The Cuatrman. That is supported. 

Senator Hotitanp. Wisconsin is one of the six or seven States that 
is in the troublesome situation, and certainly I will do everything I 
can do to help them. But when it comes to Florida and Louisiana or 
California, or Texas or Virginia and Maryland, the dairy farmers 
are certainly not suffering. 

The Cratrman. May I say we have a support price in that field, 
Senator Holland. 

Senator Hottanp. We do not have a support price for milk. 

Senator Proxmrre. You have a support price on which the milk 
price is pegged directly. 

Senator Hotianp. There has been no one in the whole southern part 
of the Nation, generally speaking, who has had milk or milk products 
to sell to the Nation. 

The CuHatrMan. But you have a gadget whereby farmers can get 
together and more or less fix the prices. 

Senator Hotianp. They are using that in one area in my State, 
and that is the Miami milkshed, and they are not using it anywhere 
else 

The CuHamman. They are using it in other parts of the country, as 
you know. 

But, going back to this question of prosperity, the fact that you 
have no price supports for fruits and like commodities, I go back 
to the proposition that the fact that we have in the past supported 
these basic commodities has a decided effect on stabilizing the price of 
beef and every animal consuming those grains. There is no doubt 
about that in my mind, and I am sure that is true. 
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Senator Hotianp. Mr. Chairman, it is also true in the case of 
vegetables and the like, that they have had to build markets through 
their own advertising, sales promotion, dealers service, concentration, 
dehydration and the like and have done it at prices much less than the 
90 percent, or even the 70 percent of parity. For instance, the citrus 
industry of Florida built itself . when the price was about 45 percent 
of parity, simply by the use of some foresight and some effort of 
its own, 

And the only point I am trying to get into the record here is 
whether or not it is the Secretary’s judgment that in general those 
agriculture products in the Nation which are not price supported are 
the ones which are prosperous. And I gather from what he said that 
he. does. 

Senator Youne of North Dakota. Would the Senator yield? 

Senator Hotianp. I will yield. 

Senator Youne of North Dakota. What justification was there for 
supporting the price of noncompliance corn if it did not have a help- 
ful effect on the prices of beef and pork? I think, Mr. Secretary, you 
gave as your reason for supporting noncompliance corn the fact that 
cheap corn would have an adverse effect on meat prices ? 

Secretary Benson. That was one reason, Senator Young. And I 
thought on the basis of just plain fairness we should do so since we 
were giving supports to corn growers outside the commercial corn 
growing area; I felt that since it was in the law, it was only fair to 
provide price supports for noncompliers inside the commercial corn 
area. 

Of course I feel, Mr. Chairman and gentlemen of the committee, 
that we must give more attention to markets and less attention to try- 
ing to do the impossible, namely, fix prices at uncompetitive levels 
which result in destroying markets and piling up surpluses in Govern- 
ment warehouses. 

The farmers want markets, and I think there should be some 
provision, however, through the use of the price-support mechanism 
in those storable commodities so we provide some insurance and use 
it to help facilitate marketing rather than to slow up marketing and 
dry up the markets. 

The Cuarrman. In a nutshell what you are proposing is that com- 
modities be produced at a cheaper rate so we can compete in world 
markets? Is that what you are saying? 

Secretary Benson. And in domestic markets. 

The Cuarrman. I understand, but still they would have to be treated 
similarly. You do not want a two-price system. I understand you 
are against a two-price system. 

I have just returned from a trip over South America, and do you 
know what the wages are in Mexico in the cottonfields today? 

Secretary Benson. I know they are pretty low, Senator. 

The CHatrman. In some places 60 cents. Now, how can you com- 
pete with the production there of cotton or even rice—they produce 
that, also—with labor paid at that price? 

The same thing prevails in Costa Rica and all countries in South 
America. 
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or 


Now, you are asking for us to be able to compete with those people 
and with the standard of living that has been established in this 
country. I just do not see how it can be done. 

Secretary Benson. Well, Senator, for many years we did compete, 
and we got 60 percent of the world market of cotton, and we dropped 
down under a protected program to 20 percent. 

The CuHarrMan. Sure, but that was during the “horse-and-buggy 
days,” when you had no fair labor standards acts on the statute books. 
Today you have a minimum wage of $1 per hour, and has been sug- 
gested that it be made $1.50. You know how that is going to affect 
the farmer, do you not ¢ 

Secretary Benson. Senator, as a matter of fact, these were in the 
days before the mechanization of cotton, and our production is more 
efficient today than it has ever been, and I think it can compete on 
world markets with cotton produced in any part of the world, if we 
will give the farmers a chance to produce a little more so their units 
will be economic units and not so small that they cannot possibly be 
fully efficient. 

The CuatrMan. Of course, you are leaning to these large farms. 

Secretary Benson. No—they ought to be large enough to be eco- 
nomic, Senator. 

Senator Youne of North Dakota. Mr. Secretary, the problem you 
have with wheat in these foreign countries is that practically all of 
them have a domestic price support much higher than ours, and then a 
lower price for export. Argentina is a good example. Their price 
support for wheat now is over-$3 a bushel, and the same in France. 
When they export, then they have a lower price again. 

They dump their wheat. Now, how are you going to compete with 
these foreign countries that all have practically the same system ? 

Secretary Benson. Senator, the large exporter, aside from the 
United States, is Canada. 

Senator Youne of North Dakota. That is right. 

Secretary Benson. And Australia is rather large, and they have 
no such mechanism. 

Senator Youne of North Dakota. Canada has a much better gadget 
on freight rates. They have not been raised since 1899—that is on 
grain for export. 

Secretary Benson. I am all for continuing to do what we can to re- 
duce the freight rates to the farmers, I assure you. 

The Cuartrman. All right, you may proceed, Mr. Benson, unless— 
it is now noon, and maybe it would be well to come back at 2. 

Isthere any objection ? 

Secretary Benson. As yousay, Mr. Chairman. 

Senator Tatmance. 2 o’clock suits me fine. Whatever the discretion 
of the Chair is meets with my approval, Mr. Chairman. 

The Cuatrman. If you want to proceed for another 25 minutes we 
can do so. 

Senator Tatmanpce. 2 o’clock will suit me fine. 

The CuHatrMAN. We will stand in recess, then, until 2 o’clock. 

(Whereupon, at 12 noon, the committee recessed to reconvene at 2 
p.m., of the same day.) 
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AFTERNOON SESSION 


The CuarrMan. The committee will please come to order. 

Mr. Benson, this morning we had gotten down to about the middle 
of page 13, paragraph (c). You may proceed, sir. 

Secretary Benson. I wonder if it would be well to go back to the 
top of the page. We are talking about the two alternatives. 

The CHAIRMAN. Yes, sir. 

Secretary Benson. In the case of wheat, the first is that “relaxation 
of controls.” 

The preferable approach would be to give growers freedom to pro- 
duce and compete for markets. 

Congress can set such a program into effect by changing the law 
along the following lines: 

(a) Base price supports for wheat on a percentage of average of im- 
mediately preceding years or, if the existing standard is retained, give 
the Secretary the same discretion as he has for most other com- 
modities. 

The CuHarrman. You mean to say that a promise would be given for 
freedom of planting. 

Secretary Benson. Yes. 

The Cuarmman. If that were to happen what do you think the 
value of every bushel of wheat would come to ? 

Secretary Benson. Well, that is rather difficult to calculate. We 
would have to relate it all to the different grades and qualities. 

The CHatrman. I know, but some of it would move into feed, of 
course. 

But you must have given the subject study. I think that the farmer 
would, certainly, like to know about what he can expect for his 
wheat 

Sec retary Benson. We were making some rough calculations dur- 
ing the lunch hour, indicating that, probably, with feed wheat down 
to $1.50, some of it would start moving into feed, feed deficit areas 
would receive it, such as the Pacific Northwest, the west coast, and, 
probably, some areas in the East. 

The CHarrMan. Well now, if that were true, would not such use 
of wheat aggravate the surpluses we now have of corn and other feed 
grains ? 

Secretary Benson. Most of these areas, Mr. Chairman, are areas 
where they normally do not feed great quantities of corn. That is 
particularly true in the West. T here was a time when they used to 
ship trainloads to the West and the Pacific Northwest, but with corn 
pegged support programs that market is pretty well dried up. They 
used to feed a lot of wheat. That is pretty well dried up. 

So they have been trying to get along with forage ‘oiliens very 
much grain. 

Of course, there has been an advance in freight rates which has been 
another factor precluding corn from going into those areas. 

The CuarrmMan. Assuming the liberalization movement to let the 
farmers plant all they desire, how do you think it would affect our 
surplus? 
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Secretary Benson. I think there would be very little change in the 
overall production, because the acres now are planted to something— 
the acres that have been taken out of wheat are planted primarily to 
feed grains. And, of course, in the meantime we have been stepping 
up our conservation reserve which has been taking some acres out of 
crops and cover, into grass and trees. And so I doubt if there would 
be any great change in the situation. 

Howev er, as I indic ated this morning a gradual transition might be 
desirable, but I think we would find there would be very little change 
in the total production of feed grains, including wheat. 

The CHarrMan. Well now, to what extent, in your opinion, would 
that increase exportable wheat that you plan under the barter program 
this coming year ? 

Secretary Benson. I do not believe it would change it materially. 
There would be a tendency for some of the wheat-producing areas 
where they produce principally the lower grade wheats to go out of 
the production of wheat. That land would go into grass and other 
crops. 

The Cratrman. As I recall, you prefaced some of your remarks 
this morning to the effect that if we could produce the commodity for 

sale at a lower price that we could dispose of it for export, that is, 
dispose of more of it for export. 

Secretary Benson. I think that there would be 

The Cuarmman. Now you say that would not occur. 

Secretary Benson. I think, Mr. Chairman, there would be more 
dollar sales and, probably, less sales than under subsidized programs; 
under those there would be less. 

In the case of tobacco, of course, which we have not discussed much 
yet, certainly, the adjustment in price would greatly stimulate, or 
would stimulate some increase in exports because we have been losing 
our markets. 

The Cuarrman. I think that wheat poses one of the most vulnerable 
crops at the moment, that is, so far as price support goes and that 
is why I am asking a few questions as to that commodity. 

Secretary Benson. Yes, sir. 

The Cuatrman. How do you think our neighbor to the north would 
feel if you would let all of the farmers of the country plant wheat 
and thereby maybe overcrowd the market ? 

Secretary Benson. They have no acreage control on their wheat 
north of the border. 

There is not any reason why we could not have the same provision 
south of the border. 

I doubt if we would get much criticism from Canada, 

The Cuatrman. As you know, we did get some. 

Secretary Benson. Particularly, Mr. Chairman, under the barter 
program. 

The Cuarrman. Under Public Law 480, also. 

Secretary Benson. Yes. 

The Cuarrman. In sales for soft currency. 

Secretary Benson. Most of it has been directed at our barter pro- 

am. 

I think we have gotten along very well with Canada, all things con- 
sidered. We have had a very good working relationship with that 





IQ 


— 
Cumed 


0) 


t] 


p 
5 
la 
ni 
W 


Ww 


m 


a) 
of 


pi 


of 


bi 


be 


of 


Ww 
in 


ak 
















































PRESIDENT’S FARM MESSAGE, 1959 61 





great neighbor. I think it has never been better than it is now, al- 
though we are still bartering some. 

The Cuamman. I hope it improves, because it was pretty bad at 
f one time. 


d Senator Arken. Both the United States and Canada have increased 
their exports since Public Law 480 went into effect. 

ye Secretary Benson. Yes, that is true. 

re Senator Arken. And have been keeping along about in the same 
proportion. 

id The Cuatmrman. This would pose a different situation in that, 

m Senator Aiken. Secretary Benson points out it would mean more dol- 
lar sales and the probabilities are that if the acreage would be elimi- 

y. nated, that is, to just let any farmer plant whatever he desires, we 

AS Ww ould, certainly, not need Public Law 480. 

of Secretary Benson. No, sir. 

or Senator Arken. We would need it, Mr. Secretary, to get rid of 
what we now have on hand. 

kg Secretary Benson. That is right. 

or Senator AIKEN. One billion ‘and how many hundred million ? 

iS, Secretary Benson. 1.5 billion bushels as of July 1, 1960. 


Senator ArkEeN. In the event that you took controls off planting, 
the Government, certainly, would not put that 1.5 billion onto the 


market. 
re Secretary Benson. No, no, we would have to use—— 
S; Senator Arken. You would have to work it off gradually by way of 
gifts and for other purposes. Some of it would have to be disposed 
sh of by agreement with other producing countries where they could not 
or pay for it quickly, anyway. T herefore, do you think you could work 
ig | off that 1.5 billion bushels, in say, a 5-year period? You could not do 
it in 5 years, could you ? 
le Secretary Benson. The only thing is that time would tell. We 
at would get at it and move as much as we could. It depends a lot on 


what the maturing crop was at home and abroad. And it would de- 
pend upon weather conditions. There are many imponderables, of 
ld course. 


at Senator Arken. As you pointed out, Canada has no acreage re- 
strictions ? 
at Secretary Benson. That is right. 
Senator Arken. On planting, their support runs around $1.20 
on bushel. And then they have patronage dividends later on. 


Secretary Benson. Yes. 
Senator Arken. And they can get more than that. 
The Cuarrman. Mr. Benson, to what extent have you or any mem- 


er ber in the Department of Agriculture sought to devise some means 
i of selling some of the surplus for industrial purposes ? 
fa Secretary Benson. That is a very good question, Mr. Chairman. 


| | Thisisa question that has been up many times. 
Our technicians have made several studies of the use of surplus 


‘o- | wheat and surplus corn in the manfifacture of industrial alcohol, and 
in the manufacture of products to he used to make rubber. 

n- It is largely a question of economics: The cost is rather prohibitive. 

at | We would have to get the grain at around 50 cents a bushel or there- 


abouts in order to come out on it. 
$8294—59—_5 








































62 PRESIDENT’S FARM MESSAGE, 1959 







The Caarrman. You mean by “we” those who would use it ? 

Secretary Benson. Those that would use it, whether the Govern- 
ment or private industry. They would have to get the product at 
around 50 cents a bushel, which is considerably below, of course, what 
it costs to produce and below what the market price is, ‘that i is, what the 
market price would be. 

So that is the thing that makes it rather prohibitive. 

The only way it could be done would be to subsidize it in some w ay. 

Mr. McLary. You would have the residue which has still a lot of 
feed in it, after you take the alcohol out of it. And that is a thing 
that people forget, too. 

The CHarrMan. That would compete with other commodities, such 
as feed grains. 

Mr. McLarn. That is right. 

The Cuatrman. All right, you may proceed. 

Secretary Benson. (5) Eliminate all acreage allotinents and mar- 
keting quotas for wheat as soon as price supports are adjusted to feed- 
use relationships. 

Senator Proxmrire. I just want to be sure that I understood the 
Secretary correctly. 

Mr. Secretary, did you say that this proposal would, in your judg- 
ment, not substantially i increase the overall production of wheat ? 

Secretary Benson. Feed and wheat, combined, Senator Proxmire. 
There might be some little increase in the better qualities of millable 
wheat. In the so-called marginal areas there would tend to be a re- 
duction in the production of wheat. Probably, there would be some 
increase in grass. But I think the overall production of grain would 
show very little change. 

Senator Proxmire. And what percentage drop in price did you 
contemplate it would be? I know that you cannot give as a precise 
dollar and cents figure. 

Secretary Benson. That would be getting it down to the point where 
some would start moving into feed. 

Senator Proxmire. What percentage drop would that be: 10, 20, 304 

Secretary Benson. I have not figured it percentagewise, but I just 
mentioned that on the Pacific coast, for example, they would start 
feeding wheat at around $1.50. The present support price is $1.80. 

Senator Proxmire. Then that would be a drop of about 15 percent 
in price. And since the production is the same it would mean a drop 
of 15 percent in income to the wheat farmers, would it not? 

Secretary Benson. In the traditional wheat growing areas they 
would plant as many acres as they wished. There would be no limita- 
tion on the planting. 

You would have to multiply more bushels by the price to get gross 
income. 

Senator Proxmirr. You said there would not be an overall increase 
in production. 

Secretary Benson. That is right. But there would be an increase 
in the old traditional wheat growing areas where they can grow wheat 
most efficiently. 

Some of the marginal areas would go out of wheat. 

Senator Proxmire. The average overall would be 15 percent reduc- 
tion in income from wheat, is that correct ? 
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Secretary Benson. I think not. 

Senator Proxmire. The production remains the same and the price 
drops 15 percent ? 

Secretary Benson. In many areas there would be an increase in 
wheat, in the old traditional wheat areas. 

Senator Proxmire. I understand that. 

Secretary Benson. In other words, farmers would go out of wheat 
in some areas. 

Senator Proxmire. I am talking about the total effect—the net effect. 

Secretary Benson. You w ould have to take into consideration a 
number of other things, the other crops that they would go into. For 
examiple, in some of the southwestern areas they would go back into 
grass W hich would mean going more to a livestock economy. 

Senator Proxmire. [ am talking about wheat, and wheat alone. In 
wheat, from what you say, the farm income would drop the propor- 
tionate drop in the price, w ould it not, since the acres would 

Secretary Benson. In far ming it is hard to isolate wheat. 

The CuarrmMan. That is the question. 

Secretary Benson. On balance, I do not know, but there would be 
some change, but how much it is, is hard to say, because there would be 
some increase, probably, in some areas in soybeans and in other areas 
there would be something else. By the time it was balanced out it 
would be pretty hard to measure it. 

Senator Proxmire. It would decrease the income of the American 
farmer, would it not ? 

Secretary Benson. I would not say that. 

Senator Proxmire. Some farmers would be better off, but some 
farmers would be worse off, but the net effect would be a dr op? 

Secretary Benson. The ‘overall effect would be a better balance in 
our agriculture. 

The Cuarrman. Mr. Benson, you do not mean to tell us now that 
without any price supports at all and letting the farmer plant all that 
he wants that that would not affect the price ‘of that commodity ? 

Secretary Benson. We are not proposing the elimination of price 
supports. 

The CuarrmMan. I know, but the price supports you propose to set 
are such as would discourage the production of wheat. 

Secretary Benson. It w ould discour age 

The Cuarrman. That is your idea. There are no “ifs” or “ands” 
about it. If you are given the power to reduce those price supports 
that you are now asking, I am sure you are going to use that power. 

Secretary Benson. It would tend to discourage the production on 
the land which should not be in wheat and would not have been in 
wheat had it not been for the high incentives that were paid during 
the war as a means of stimulating production to help win the war. 

The CuarrMan. But now in answer to the question posed to you by 
Senator Proxmire, relegating it solely to wheat, there would be that 
loss of 15 percent, It may be that some of the farmers will plant 
something else and their income may be increased a little by it, but 
relegating the question solely to w heat as Senator Proxmire tried to 
do, w vould not there be that loss of about 15 percent ? 

Secretary Benson. It is very difficult to say, Mr. Chairman, because 
you are going to have some areas which w ould cut back in wheat; 
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others would expand somewhat. You would have more wheat going 
into feed, and about the same amount going into bread for that use, 
for milling. 

We do not know what exports would do, but there would be in- 
creased efficiency in the traditional wheat growing areas because they 
would have more of their farms in wheat; therefore, their overhead 
per bushel would be less and their efficiency would be higher. 

Senator Proxmire. Once again, if you put more of the wheat into 
feed and, therefore, produced more hogs and beef and so forth, and 
at a substantially lower price, obviously, the price of hogs and beef 
would tend to drop, too, and the farmers in those areas would be hit. 

Secretary Benson. May I say again that most of this would be fed 
in areas where they need grain now. They are moving much of their 
livestock to market not fully finished because of the lack of grain. 

Senator Proxmire. You mean the consequence is that they do not 
produce as much as they would if they had it? 

Secretary Benson. That is exactly right. 

Senator Proxmire. Which means they have a lower price with a 
greater supply ? 

Secretary Benson. There would be more finished livestock, more 
would be fed. 

Senator Proxmire. More would be fed and you would have more 
pounds of hogs and beef and therefore lower prices. 

Secretary Benson. I do not think there would be very much change. 
There would be a better finish in the livestock. 

Mr. Morsr. May I speak to this question ? 

In your State only 3 percent of your farm income comes from the 
six basic crops, Senator Proxmire, so that in a State like Wisconsin, 
shown in this last map attached to the testimony, the statement here, 
what happens to wheat would not have very much impact on your 
State’s agricultural economy. 

Going to the other question, I was out in the Palouse country area, 
in the Pacific Northwest, and I talked to some of the farmers. I had 
been out there about 20 years ago. 

I said, “You have livestock grazing on the land?” 

The response was, “No, we used to have. I used to have on my 
farm, but I am all wheat and crops now.” 

In an adjustment period, these farmers would have the opportunity 
to go back into livestock which is badly needed to supply this rapidly 
increasing population in these west coast areas. 

I cite that as one example. 

Senator Proxmire. In my State we have dairying. 

Mr. Morss. You manufactured, fluid milk market out there, I think, 
would be supplied, would it not, by the production on the Pacific 
Northwest and there again there would be a distinct crop, more avail- 
ability of feed would help. 

Another example of the type of adjustment that could and should 
take place is this. Our soil scientists have maps which have mapped 
some 8 million acres in the area where soil blows in the Great Plains. 
The recommendations of the soil scientists are that they ought to be 
in grass. 

A lot of it continues to be cultivated. 
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With an adjustment period, they could well go into this and again 
balance up their economy with cattle which would be primarily what 
they would go into out there, which they were in previously, and have 
a much more stable agriculture and we would not have the situation 
such as we have faced where the soil blows and Congress has helped 
out, trying to stabilize the soil for these people. 

These farmers have continued to farm wheat. 

There are many alternatives for farmers, that is, the individual 
farmers, and by areas, so that their income need not drop. In fact, 
in many cases, it will be more stable with the type of adjustments we 
are talking about. 

Senator Proxmire. In view of the great interdependence of agricul- 
tural commodities—in view of the obvious interdependence wheat and 
feeds generally have with meat animals, is it not obvious that if we 
take any action that will encourage a shift in either acreage or 
in the translation of feed into meat, that you have this interdepend- 
ence and you will get more production and you will get some pressure 
on prices that will push them down ? 

Mr. Morse. The item of meat prices tends to move in cycles. It 
does not move directly with grain prices. 

Senator Proxmrire. There is a relationship—no one would question 
that, would they ? 

Mr. Morse. Yes, but that would be an overall relationship. But 
for any immediate period of years, I think you will find—I would 
like to have this checked out and if necessary put it in the record— 
over any short period of years I am sure that you will find there 
are vast fluctuations away from direct comparisons. 

For instance, look at the hog prices in the last 2 years as compared 
to corn prices. Then go back 2 years and look at the corn prices— 
the corn-hog ratio—a terrific shift. 

The wheat areas tend to be the areas of cattle production. Look at 
the demand for beef. Our population is growing. That demand 
for beef is, certainly, going to continue. 

Again, if this land that is now being farmed to wheat can be shifted 
into grass economy, which means cattle and beef, why, it can well be 
a more stable and profitable agriculture for the individual farmer 
and get away from a lot of this high hazard land, now being farmed. 

What we are talking about is not necessarily less income, but more 
dependable income, and even a higher income for the individual 
farmer. 

This matter of the efficiency in farming, the man has the equipment 
now. If this man is cut back on his acreage for wheat, he is cut back 
to 40 or 60 or 100 acres of wheat, with this equipment, this machinery 
which would handle much more than that, look what you do to his 
efficiency. You have affected the cost of his production per bushel. 

It is the net effect—it is the net income that counts. 

That again is what we have done with some of these programs. 
We have cut back to where they lose this efficiency, and it has pro- 
duced greatly increased costs, and the net income is less, which is as 
in this next paragraph on page 13, which is essentially a repeat of 
what was put in the President’s message. 

I speak from 26 years of farm management experience. First 
of all, this high hazard land going into pasture and hay where it be- 
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longs for the good of America, for the good of the farmers, for the 
good of our total agricultural economy. And if other conservation 
measures will be adopted by the farmers, the farmers will be more 
efficient, will be able to manage their farms better, will manage their 
farms more efliciently, and they will have better crop rotations. 

Then there is the adjustment of acreage, and so on. 

Senator Proxmire. I want to come back to this whole concept later. 
I do think that the farmers have really shown efficiency. Their 
efficiency has been astonishing, as much so as in almost any category 
we can name. 

I want to come back to this whole conception about hammering down 
the farm prices as it affects the farm income later on, but I will not 
detain the committee at this point on that subject at all. 

The Cuarrman. There is no doubt that the farmers, as you put it 
before, would look to planting other commodities in order to take the 
place of the wheat that they would not plant. As you recall, many 
farmers proceeded to plant soybeans. 

Secretary Benson. Yes. 

The Cuarrman. Up to about 2 years ago, soybeans was a crop that 
you did not have too much trouble with, but here in the last 2 years, 
although you did not take any soybeans into the Commodity Credit 
Corporation previously, the year before last you have 43,437,000 
bushels and this year you have 109 million-some-odd bushels, so that 
you are aggravating other commodities that would be in distress if 
farmers lose wheat and go into other commodities. You can see that, 
can you not? That is what your own report shows here. 

What is the answer to that ? 

Mr. McLarn. First of all, Senator Ellender, the soybean and pro- 
tein situation as compared to the carbohydrates and feeding situation 
is today very, very favorable. And as we expand our livestock num- 
bers, we will need considerably more protein than we have. 

The number of beans that we will take over, that is, the carryover 
stocks of beans this fall, beginning with the marketing year, we esti- 
mate somewhere between 80 and 90—in that neighborhood—million 
bushels. 

The Cuarrman. And only 2 years ago you had none. 

Mr. McLain. That is right. 

We had a very favorable season yieldwise with soybeans, as we did 
in corn and everything else in 1958, which we do not, practicaly, 
expect to get every year. 

With livestock numbers expanding at the rate they are which on a 
gradual basis I think this country needs, we are going to need more 
proteins. 

And proteins have been relatively high compared to other com- 
modities. 

We think that the expansion in soybeans has been good and, possi- 
bly, might well be increased a little bit from the standpoint of livestock 
production all over this country. 

The Cuarrman. What has been the out-of-pocket cost on this pro- 
gram? 

Mr. McLarn. Very nominal on soybeans. 

The CuarrMan. It is increasing, though; is it not? 

Mr. McLain. That is right. It is relatively a small thing, especially 
when you consider that it is our fifth most important cash crop. 
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Secretary Benson. I mentioned this morning we have had a tremen- 
dous increase in the market for soybeans. The growers and their 
representatives have consistently asked that we set the supports at 
levels that would permit their commodity to flow into consumption. 
So we have built markets at home and abroad. 

We have gone from a few million bushels, 20 years ago, to over 500 
million bushels, today, with practically no cost to the Government. 

Senator A1ken. With a large increase in the production of soybeans 
and a somewhat lower price than there was a year ago, why is it the 
price of soybean meal shoots sky-high, particularly if we have a 100 
million bushel surplus owned by the Government ? 

Why is it that flaxseed, selling at a lower price, and linseed meal, 
which comes from the flax, goes sky-high in price? 

Why is it that with wheat at a lower price, the price of bran goes up 
$10 or $12 a ton ? 

I believe that cottonseed is somewhere near the same price as last 
year, but the price of cottonseed meal has gone up $10 a ton. 

Our dairy and chicken people and other feeders want to know 
why it is that with the bigger the crop and a lower price paid by the 
processor, they charge, not a modestly higher price, but an extremely 
higher price—a very much higher price. 

I do not know what the percentage increase is—I will try to say. 

They are thinking that something ought to be done about it. 

Is the Department of Justice taking any interest in it at all, be- 
cause the processors could not shoot these prices that high without 
an understanding among themselves ? 

Mr. McLarty. I cannot answer that specifically, but I can give you 
some of the reasons. 

Senator Arken. Why have the prices gone up? 

Mr. McLarn. All prices are down relatively. 

Senator ArkEN. And they have been compensated for by the lower 
price paid for the raw grain. 

Mr. McLarn. Of course, the price for raw grain is down some, but 
it is a question of supply and demand. You talk to farmers who are 
buying proteins today, and you will find there has been a terrific de- 
mand for proteins because livestock has been extremely well priced 
and they are feeding good rations. And they demand what is on the 
market. 

I agree with you it has gotten too high. 

Senator Aken. It is. 

Mr. McLarn. If you look at it today, it is down considerably from 
what it was. 

Senator Arken. It is down some. 

Mr. McLarn. That is correct. . 

Another factor that enters into it is the crushing capacity. Each 
plant has been operating at almost full capacity. They have ground 
through a record number of feeds. Maybe we ought to have a few 
more plants. Some firms are building more plants. __ 

Senator ArkEN. Maybe we ought to have a cooperative plant. 

Mr. McLatn. I think that might be of help. 

Senator Arken. And try to regulate price a little bit. 

Senator Proxmire. As I stated before, I want to come back to this 
whole conception about hammering down farm prices as they affect 
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farm income, later on, but I will not detain the committee at this 
point at all. 

Secretary Benson. I am sure that none of us want to hammer 
down farm prices. 

It so happens that part of agricultural has been relatively free, 
that is, that part of it which has been, has been relatively prosperous. 
We would hope that this would continue, this prosperity. 

Senator Symineron. I want to take a flat exception to that. I 
would not comment if it had not been for the fact that it has come 
up several times. 

In my State 75 percent of the income comes from livestock and 
livestock products—and only a small part of the corn is merchan- 
dised. About 60 percent of total U.S. farm sales are livestock and 
livestock products. 

Secretary Benson now has more corn, more feed grains on hand, 
stocked up, rotting, costing millions of dollars to store, as never 
before in the history of the United States. 

When you stock these grains and therefore reduce supply and sup- 

ort you are doing this to maintain the price of beef and hogs. it 
is absurd to say, because there are no direct price supports on beef 
or hogs, that that is a free market. When you support and store feed 
grains you are supporting and stabilizing prices on livestock. 

I must make that point at this time, with all due respect to the 
Secretary. 

Secretary Benson. Senator Symington, may I first say only about 
20 percent is supported, and we got the high priced corn that was 
supported. 

Secondly, I do not know that we have a lot of rotten corn. We 
are bound to have some. 

Senator Symineton. Rotting corn. 

Secretary Benson. But I think it is in pretty good shape. We 
have, certainly, tried desperately to keep it in good shape, although 
you can appreciate it is a very difficult job. 

Senator Arxen. Also, the law requires you to do that. 

Secretary Benson. That is right. 

Senator Arxen. As just a little incidental. 

Senator Symrneton. The point is, Senator Aiken, that the Secre- 
tary says livestock are on an independent free market. Yet he has 
billions of dollars of potential feed grain stored in the warehouses 
and gives price supports on nearly all of it. Because of this, it just 
does not add up to me, nor to the farmers in my State when the 
Secretary calls it a free market. 

There are a great many billions of dollars of the taxpayers’ money 
tied up in the inventory which have grown tremendously in recent 

ears. ' 
" If the Department wants to prove what a free market is, they may 
want to get those feed grains out of inventory and distribute them 
around and see what happens to the price of beef and the price of 
hogs and other products. I don’t think this is the thing to do, but 
let us not be talking about a free market on livestock when we have bil- 
lions of dollars of feed grains stored up. 

Senator Arken. I think that we had better manage those surnluses 
very carefully and let them onto the market only as they will not 
destroy foreign and other domestic markets. 
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Senator Symrneton. You do not hold an inventory in any other 
business in the world I know anything about. You get rid of it. 

There are two or three ways of doing that. 

One is to destroy it. 

One is to merchandise it. 

And the other is to give it away. 

Senator Arken. No corporation in the world keeps their books 
like the U.S. Government does and has not for the last generation. 

Senator Symineton. Nevertheless, the inventory situation is such 
that the talk about the great free market is pretty absurd. 

The CHatrrMan. Proceed, Mr. Benson. 

Secretary Benson. Adjust the conservation reserve program to aid 
temporarily in the transition. That will be an effort to use more of 
the conservation reserve program in the wheat areas to ease that 
adjustment. 

Senator Tatmapcr. Georgia farmers signed up for participation in 
the conservation reserve totaling about $20 million. 

Secretary Benson. Yes. 

Senator Tatmapcr. My recollection is that available funds 
amounted to only about $12 million. Many Georgia farmers 
who have contracts and who have planted their land to pine trees 
now finds there are no funds to finance the agreements. Many of the 
contractors have been in my office wanting to know when the money 
is going to be made available. 

Where they have additional funds that have not been utilized in 
other areas are they to be sent to areas where they are needed? 

Mr. McLain. To the extent we have them—and we are about at 
the end of our string in that area—they will be prorated. That has 
been pretty well done. 

Senator TatmApGE. Do you know what the status is at the moment? 
Can you give me some definite information so I can advise people in 
my area as to what to expect ? 

Mr. McLain. As soon as we are sure that no more funds are avail- 
able State committees will be notified. 

Senator Tatmaper. If no more funds are available, does the De- 
partment expect to request Congress to appropriate additional funds 
to carry out the obligations of the Government in this regard? 

Mr. McLarn. No, sir, for this reason: A year ago before the Ap- 
propriations Committee we asked for $450 million “for a program to 
be conducted in 1959. The Congress felt fit to give us $375 million 
which is, certainly, within their prerogative to do. 

We took that $375 million and set it up on the basis of competition 
between ‘ali vidaal farmers so that we could get the most for the 
money that we would expend. It was broken down by States, each 
State given their relative part of it, and then from that point on 
each farmer was given a maximum for his farm and then told that 
probably the amount of funds would not be sufficient because we had 
not gotten all we had asked for to cover everybody, and that those 
that “underbid the maximum set for their farm would be given first 
priority in awarding the contracts. 

This has been carried out to the letter and with pretty good satis- 
faction in most areas, and with some dissatisfaction among those in 
some States. Of course, they did not qualify. But we tried to run 
the program the way the Appropriations Committee suggested it be 








70 PRESIDENT’S FARM MESSAGE, 1959 


run, namely, with a limited amount of funds and made the best use 
of the funds so that we could get the most for the money. 

The last allocation has been made to each State so that they are 
now in position to know what their total is, Mr. Sorkin says. 

Secretary Benson. That has been w ithin the last 3 or 4 days. 

This approach would encourage better land use, with high hazard 
land going into pastureland hay. Other conservation measures would 
be adopted by farmers. Farmers could more effectively manage their 
farms and crop rotations. There will be an adjustment of acreage be- 
tw: een such competing crops as corn, grain sorghums and soybeans. 

The control route. If the control concept is to be retained in 
the wheat program, it is essential that the loopholes be closed and 
effective actions be taken to bring production down until stocks are 
reduced to desirable levels. The legisl: itive changes needed would in- 
clude such as the following: 

(a) Base price supports on a percentage of average market prices 
of the immediately preceding years, or, if the present standard is re- 
tained, give the Sec retary the same discretion as he has for most other 
commodities. 

(5) Eliminate the provision allowing any farmer to produce and 
market up to 15 acres of wheat. This loophole alone will account for 
some 600 million bushels or 40 percent of the estimated accumulated 
carryover as of July 1, 1960. 

The Cuamman. How would you treat such farms? 

Secretary Benson. The farmer may have an allotment of only 4 
acres, but he can plant up to 15 without penalty, you see—just hold 
him to his allotment. 

The Crrarrman. To his allotment ? 

Secretary Benson. Yes. 

Senator Youne of North Dakota. What is wrong with the present 
parity formula for determining price supports ? 

Secret tary Benson. Well, Senator Young, agriculture, as you know, 
is moving for ward, undergoing a revolution, : a technological revolu- 
tion, and it is just impossible to keep the parity concept up to date and 
to make it fully effective, particularly as the sole criterion for price 
support and income action. 

Parity comparisons, generally speaking, only call attention to 

changes which are occurring. They are only intended to measure 
broad changes in agriculture, broad re lationships, and are not well 
suited as the basis for price support and income. 

Senator Youne of North Dakota. You have often complained about 
relating parity to the 1910-14 base period. Why not just strike that 
out of the parity formula where we use 1910-14 now and use 1947-49— 
would that not be better ? 

Secretary Benson. We have tried to use what we call a modernized 
parity. It isstill related to 1910-14. Dr. Stauber is here, who worked 
on these. 

Senator Youne of North Dakota. What I wanted to know is why 
do we not take this modernized formula that we are using now and 
strike out the 1910-14 base period and use an up-to-date 1947-49 
period, the same as industry and labor use ? 

Secretary Benson. We did make a recommendation to the Congress, 
which would take a change in the law---we did recommend to the 
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Congress that we use a more recent base period. I think we suggested 
1947-56 as a more realistic base period. 

If we are going to use the parity concept in determining price sup- 
ports and price and income—— 

Senator Youne of North Dakota. What is wrong with the 1947-49 
as a base period—what is wrong with that period? I know why you 
think it is wrong because it would raise the price too high, it would 
boost the price. 

Mr. McLarn. It would not work very well for wheat. 

Senator Young of North Dakota. It would boost the parity price of 
all the commodities. 

Secretary Benson. All I know is that we asked our technicians to 
take a look at the various periods, and they did not recommend that 
period. They recommended the one I suggested. 

Senator Youne of North Dakota. I know the reason for that. 

Secretary Benson. I think they did it objectively. 

Senator Symineron. May I ask a question on parity ? 

The CHarrMan,. Yes. 

Senator Syminoton. What was the last time that the parity formula 
was changed, Mr. Secretary ¢ 

Secretary Benson. Before this one—just a few weeks ago. 

Senator Symrineron. When was the last one changed ? 

Secretary Benson. In 1958. 

Senator Symineron. What was the parity last month ? 

Secretary Benson. As a matter of fact, I think it was January 
1959, just a few weeks ago that we made the last revision. 

Senator Symineton. What was the parity last month ¢ 

Secretary Benson. You mean the parity ratio? 

Senator Symineton. Yes, the parity ratio. 

Secretary Benson. The parity ratio? I think it was 82. 

Senator Symineron. What would it have been if you had not 
changed the formula ? 

Secretary Benson. I do not know what it would have been. All we 
did, Senator Symington, was to ask our technicians to study this, 
to try and make it as up to date as possible. The last change of 
it was made in 1950. There was a change made then. 

Senator Symineron. I am not disputing the change in the formula. 
I am just asking if it is not true that the parity ratio would have 
been 79 if you had not changed the formula last month? Is that 
correct ? 

Secretary Benson. Dr. Stauber, will you answer that ? 





STATEMENT OF B. R. STAUBER, CHIEF, AGRICULTURAL PRICE 
STATISTICS BRANCH, AGRICULTURAL ESTIMATES DIVISION, 
AGRICULTURAL MARKETING SERVICE, U.S. DEPARTMENT OF 
AGRICULTURE 


Mr. Staupser. May I make one or two comments here ? 

The Cuatrman. Give your name for the record. 

Mr. Stauser. B. R. Stauber. 

I am not sure whether the questions have related to the parity 
formula or to the index. 
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I believe the initial question was, Has there been a change in the 
parity formula? 

That formula was changed by the act of Congress which was effec- 
tive January 1950. That provided for the so-called modernized 
parity formula which is still in effect. 

There are a few commodities which are still on the transitional 
parity, but they are fast disappearing. 

At the same time that law went into effect the Department revised 
its price indexes which were used in computing parity prices. And 
that change was made in January 1950. 

Then in the last price report, January 1959, there was announced 
a further revision in the indexes, but there was no change in the 
formula concerning the calculation of parity prices. 

The Cuamman. That change came about, as I recall, as a result of 
the hearings that were made before the Appropriations Committee 
in 1956, when you asked not to change the formula but to restudy it. 

I would like to ask, while we are talking about the formula, what 
was the exact date of the survey, do you know? 

Mr. Stavper. The survey that was used 

The Cuamman. The last survey that you started with. 

Mr. Sravser. The survey related to the calendar year 1955. And 
the field work was conducted in the months of February and March 
1956. 

The CHatrman. Exactly how was the money for that project 
spent? You were provided with $280,000, I think. 

Mr. Srauser. I believe the item for 1956 eventually was $277,000. 

The CHarrman. How did you spend that money ? 

Mr. Stravuser. Well, that money was spent in carrying out the work 
for this survey, mostly in the field. 

The Cuatrman. That was for salaries and expenses ? 

Mr. Stravuser. Largely salaries and travel expenses for the people 
who were doing the work, largely in the field. 

The Cuatrman. When was the study completed ? 

Mr. Sravuper. The field work was completed—virtually completed 
in the middle part of the spring of 1956. 

Then there was the job of tabulating and analyzing the material. 

There were two publications issued as a result of that. One, in De- 
cember 1956, and then another one in the early part of 1958. 

The Cuatrman. Can you tell us fully and in simple language what 
the revision accomplishes? 

Mr. Stavner. I will try, Senator Ellender. 

The analysis of this survey, together with some additional informa- 
tion which we had in the Department, indicated that the total expen- 
ditures of farmers for living and production purposes in 1955 was very 
much greater, as we might have expected, than it was in the period 
1937-41, which was the period from which the previous weights fac- 
tors had been developed. 

But, it indicated there had been some shift in the relative propor- 
tions as between living and production and interest, taxes, and wage 
rates. 

The relative proportion of farmers’ expenditures going for living 
purposes declined somewhat. The relative proportion that was used 
for buying things used for production increased somewhat. And the 
relative proportion for interest, taxes, and wage rates declined. 
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But the total expenditure in all of these groups was larger than it 
was in the period 1937-41. 

The CHarrmMan. Well, now, the effect of this revision was to change 
the weight that you gave to various elements that were used in estab- 
lishing the formula, and it had the effect, as I understand it, of lower- 
ing the price, is that true? 

Mr. Sravser. It had the effect of lowering the index of prices paid 
by farmers, including interest, taxes and wages, relative to the base 
period 1910-14 which is still the legally established base period for the 
comparison. 

The Cuarrman. All of that was done within the purview of the 
law—the formula itself was not changed. 

Mr. Stravuser. The formula for calculating parity, of parity prices, 
was not changed. It was within the purview of the law. What we 
did do was to modernize the weighting pattern of the indices which are 
used in computing parity prices. 

I will say, if I may add this one thing, that we, also, made some 
revisions in the index of prices received by farmers which under 
the modernized formula, also, has a part in the computation of parity 
prices. It is used in computing the adjusted base prices, and for that 
we used as a weight base period the 5 years centered on 1955. 

The Cuarrman. When did the Department first become aware of 
the fact that the prices of commodities would be lower ? 

Mr. Stavser. When did we first become aware of the fact? 

The Cuarrman. Yes. You studied this over a period of a few years 
and you rechecked the conclusions. As a matter of fact, you revised 
it so that the prices did go down, that is, the support prices. When 
did that become known to the Department ? 

Mr. Sravuper. It became known to me, Mr. Chairman, early in 
1958 as a result of some of the exploratory work, but we had not by 
any means gotten to the point where we could see the final result, but 
we could see the direction that the result would go because, I think as 
I said before, it resulted in a lowering of the living items. 

The Cuarrman. But you did know that in the early part of 1958? 

Mr. Stravuser. Yes. 

The Cuairman. That the tendency would be to a lower price? 

Mr. Sravuper. Yes. 

The Cuatmrman. Why did you not let us know about that—why 
did you not let the Congress know about that—instead of just announc- 
ing it out of a clear sky ? 

Mr. Stauser. I will say, Mr. Chairman, I advised my administrative 
superiors. And beyond that point it becomes a policy matter. And 
I think it is not within my purview to speak to that. 

The Cuarrman. The fact remains, though, that the Congress was 
not advised of it. What the Department of Agriculture did was to 
say that the support price on this commodity would be thus and so 
because of the study that had been underway for a few years, am I 
correct ? 

Mr. Strauser. That is what happened. 

The CHarrMan. Can you now put in the record for us, in answer 
to the question by Senator Symington 
Senator Symineton. May I restate the question ? 
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The CuarrmMan. The question was, taking these various commodi- 
ties that you are supporting, tell us how the change in the index and 
the change in the parity formula had the effect of lowering the prices 
of the commodity and to what extent ? 

Senator Symrnetron. May I phrase the question a little differently 
to be sure that you understand what we are talking about. 

Is it not true that if the parity index had not been tinkered with that 
the January 1959 parity ratio, instead of being 82, would have been 
79, which would have been the lowest parity ratio since 1940? 

Mr. Srauper. I think that you are correct. 

Senator Symineron. Thank you. 

Mr. Stravuser. The figure which you are referring to is one which 
we generally call the parity ratio. 

Senator Symrineton. I meant the parity ratio. 

Secretary Benson. May I say 

Mr. Stavuser. I believe you are right on those figures. 

[ Norr.—After returning to the ae. Mr. Stauber had the unrevised 
index of prices received calculated for January. It is 248. The unre- 
vised index of prices paid, including interest, taxes, and wage rates 
for January is 311. This gives a parity ratio of 248/311 or 79.74, 
which, according to routine procedure, would round to 80. ] 

Secretary Benson. May I say the parity index has not been tinkered 
with. The revision of the Department’s price indices are simply a 
matter of good statistical practice, following the same procedure that 
was made when they were revised the last time in 1950 and by essen- 
tially the same men—career men—trained in the statistical field with- 
out any direction whatever from the policy level in the Department, 
except to do the best job they could to keep that index up to date, 
the same as every Secretary of Agriculture, so far as I know, has 
advised. 

It was a lockup report. We could not announce it in advance. We 
announced it the same as we announce any other monthly price report. 
It was done in the regular way without any policy influence whatever. 

The Carman. I have here before me, from our economist, a table 
which in a measure answers the question, and that comes from agri- 
cultural prices, January 30, 1959, it affected the price, let us say, of 
cotton from 38.93 to 38.00 cents. It affected the extra long staple 
from 83.8 to 81.4; wheat per bushel was changed from $2.44 to $2.36; 
rice per hundredweight was changed from $6.04 to $5.84; corn was 
changed from $1.76 to $1.69; peanuts per pound were changed from 
13.2 to 12.9. 

Now, Mr. Benson, you say that this could not be announced—Con- 
gress could not be advised, because it was done on a secret basis. 

Secretary Benson. This is what we call a lock-up report. We make 
a monthly price report which affects markets. We usually make the 
release as of published dates established in advance and usually after 
the market closes or at 3 o’clock. 

I am sure no one here would want us to continue to use figures that 
are not accurate. This is simply an effort to bring the figures up to 
date and to make this index as accurate as it is humanly possible to 
make it. 
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The same thing was done in 1950. That would have resulted in some 
decline in the index in 1950 had not farm wage rates been added at the 
same time. 

And I think it would be unfortunate if we ever got into the position 
where we refused to announce figures, whether it took the index up 
or down. It is easy to get into that position if you do not follow 
the policy that the Secretary has long followed. 

The Cuarrman. You knew about it long before. Why did you wait 
until January ? 

Secretary Benson. That is the official date for announcing any 
changes in price supports. The work was not finished prior to that 
time. 

Senator A1rken. May I ask the Secretary about that? Do you con- 
sider the parity formula as an instrument to be used in determining 
fair prices for agricultural commodities? Was that what it was in- 
tended for or was the parity formula established to determine the 
price relationships of one farm commodity to other farm commodi- 
ties? It never was intended to be used as a yardstick for determining 
fair prices, was it ? 

Mr. Srauser. As I recall the legislation it stated that the parity 
price of the commodity was to be a price which would give that com- 
modity the same purchasing power as it had in the base period, 
1910-14. 

Senator ArkEN. It was never intended to establish fair prices. 

Senator Youne of North Dakota. But it is a yardstick in deter- 
mining fair prices. 

Senator Arken. It determines the relationship pricewise of one 
agricultural commodity to other farm commodities. 

If they all come down in the revision, how that happened I do not 
understand. 

I do not understand, either, how you left out the greatest influences 
upon farm production and on farm prices that we have had in recent 
years, antibiotics, hormones, weed killers, and crossbreeding of ani- 
mals and plants. They have had more influence than the price of 
fertilizers, and so forth. 

Mr. Srauser. We were able to add—— 

Senator Arken. Did you put them in anywhere? 

Mr. Sravuser. we were able to add those for which we have started 
to collect prices, 2,4-D and DDT. 

Senator ArkeN. It is the effect of them that plays such an im- 
portant part. 

Mr. Sraupner. In a price index we collect, that is, to construct a 
price index we collect prices currently. Those prices are multiplied 
by weights which represent the current purchasing, the average pur- 
chases of farmers, and that provides us with the aggregate, w chich is 
then compared with an earlier aggregate. 

Senator Arken. You never calculated parity prices until 1933, 
did you ? 

Mr. Srauser. That is correct. 

Senator ArkEN. What was the purpose of establishing the parity 
formula ? 
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Mr. Srauser. My recollection is that it was to establish a price 
which would indicate the price of a farm product which would give 
the commodity the same purchasing power in terms of things that 
the farmer buys as it had in the base period. 

Senator Arken. In the base period. There was no proof that 
farmers had fair prices or fair purchasing power during the base 
period—what period was that ? 

Mr. Sravuser. 1910 to 1914. 

Senator Arken. Therefore, the parity formula was never intended 
as an instrument for determining fair prices. 

Senator Youne of North Dakota. I do not understand it that way 
at all; that was the reason that the 1910-14 base period was used. 
That is supposed to have been a period when prices were favorable. 

Senator Aiea. They were not. That is the period they were 
nearest in line, but they were far out of line at the time with things 
that they had to buy. 

Secretary Benson. They were all on the free market at that time. 

Senator Youne of North Dakota. That was supposed to have been 
a favorable period ? 

Secretary Benson. There was a free market at that time. 

Senator Arken. It was the nearest in line with each other. 

Senator Hickennoorer. I did not get the gentleman’s name who 
was talking. 

Mr. Stavuser. It is Stauber, S-t-a-u-b-e-r. 

Senator Hickenwoorer. In the question which Senator Symington 
asked you, he used the term, paraphrasing maybe, but he said, “Until 
you tinkered with this index formula, it was a little different.” 

I do not know exactly what “tinker” means in his use, but it has a 
rather insidious suggestion that you altered the facts in some way. 

Was the formula tinkered with in any insidious way, or did you 
follow the pattern and the yardstick and the data that had been fol- 
lowed continuously in this program of calculating this index? 

Mr. Sravuser. We did our best to carry out a revision of the index, 
to make the best use of the information which we had in our hands. 

Senator Hicken.oorer. When he asked if you had tinkered with 
the index, you said “Yes.” He said, “Until you tinkered with it.” 
You said “Yes,” that was true, as I understood it. 

Mr. Sravuser. I understood his question to mean that if the index 
had not been revised, would the parity ratio have been 79 for Jan- 
uary. I think that is what the Senator meant. 

Senator Symrneton. I asked whether the parity ratio would have 
been 79 last month, and you said, “Yes.” 

Mr. Chairman, I would like to withdraw the word “tinker” there. 

When I “tinker” with the carburetor on my car to get it started, 
that is what I do. I will say now that I examine it very carefully. 

If the word “tinker” has gotten into the craw of my distinguished 
colleague from Iowa, I will be glad to withdraw it, and let us say 
that the formula was changed; instead of showing a parity ratio of 
82, it would have shown one of 79. That is all I was getting at. 

Senator Hicken.oorrer. The word “tinker” has not gotten into my 
craw, but I think that the Senator from Missouri has insinuated into 
this record a word which can be very well misinterpreted. 

Senator Symineton. Let us take the word out. 
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Senator HickEeNnLooper. I wanted to clear that up, that connotation 
of the word “tinker” there. 

The Cuarrman. In order to clear the whole picture, I am going to 
ask the consent of this committee to place in the record at this point 
the law on the subject. I had our economist and our legal counsel 
go over it. I have been informed everything was done according 
to law. 

So that we can clear the record up, I am going to ask permission 
to place this analysis in the record at this point. 

(The document referred to is as follows :) 


[Staff memorandum] 
SECRETARY’S DISCRETION IN DETERMINING PARITY PRICES 


Because of the broad general nature of the parity concept, the Secretary has 
of necessity been given very broad authority in the determination of parity 
prices. Thus he is required to determine the ratio of “the general level of prices 
received by farmers” during a recent 10-year period to the general level of prices 
received by farmers during the period 1910-14. He is also required to deter- 
mine a parity index showing the relationship of “the general level of prices for 
articles and services that farmers buy,” etc., during a recent 10-year period to 
the general level of such prices, etc., during 1910-14. Because the computation 
of parity prices necessarily involves judgment factors, section 301(a)(1)(D) of 
the Agricultural Adjustment Act of 1938 provides as provides: 

“(D) The prices and indexes provided for herein, and the data used in com- 
puting them, shall be determined by the Secretary, whose determination shall be 
final.” 

(A copy of sec. 301(a) (1) setting out the parity formula follows:) 


AGRICULTURAL ADJUSTMENT AcT oF 1938 


TITLE III—LOANS, PARITY PAYMENTS, CONSUMER SAFEGUARDS, 
MARKETING QUOTAS, AND MARKETING CERTIFICATES 


SusTItLE A—DEFINITIONS, PARITY PAYMENTS, AND CONSUMER SAFEGUARDS 


DEFINITIONS 


Sec. 301. (a) GENERAL DEFINITIONS.—For the purposes of this title and the 
declaration of policy— 

(1) (A) The “parity price” for any agricultural commodity, as of any date, 
shall be determined by multiplying the adjusted base price of such commodity 
as of such date by the parity index as of such date. 

(B) The “adjusted base price” of any agricultural commodity, as of any date, 
shall be (i) the average of the prices received by farmers for such commodity, 
at such times as the Secretary may select during each year of the ten-year 
period ending on the 31st of December last before such date, or during each 
marketing season beginning in such period if the Secretary determines use of 
a calendar year basis to be impracticable, divided by (ii) the ratio of the gen- 
eral level of prices received by farmers for agricultural commodities during 
such period to the general level of prices received by farmers for agicultural 
commodities during the period January 1910 to December 1914, inclusive. As 
used in this subparagraph, the term “prices” shall include wartime subsidy pay- 
ments made to producers under programs designed to maintain maximum prices 
established under the Emergency Price Control Act of 1942. 

(C) The “parity index,” as of any date, shall be the ratio of (i) the general 
level of prices for articles and services that farmers buy, wages paid hired farm 
labor, interest on farm indebtedness secured by farm real estate, and taxes on 
farm real estate, for the calendar month ending last before such date to (ii) the 
general level of such prices, wages, rates, and taxes during the period January 
1910 to December 1914, inclusive. 

(D) The prices and indices provided for herein, and the data used in computing 
them, shall be determined by the Secretary, whose determination shall be final. 


388296—59———_6 


78 PRESIDENT’S FARM MESSAGE, 1959 


(E) Notwithstanding the provisions of subparagraph (A), the transitional 
parity price for any agricultural commodity, computed as provided in this sub- 
paragraph, shall be used as the parity price for such commodity until such date 
after January 1, 1950, as such transitional parity price may be lower than the 
parity price, computed as provided in subparagraph (A), for such commodity. 
The transitional parity price for any agricultural commodity as of any date shall 
be— 
(i) its parity price determined in the manner used prior to the effective date 
of the Agricultural Act of 1948, less 
(ii) 5 per centum of the parity price so determined multiplied by the num- 
ber of full calendar years (not counting 1956 in the case of basic agricultural 
commodities) which, as of such date, have elapsed after January 1, 1949, in 
the case of nonbasic agricultural commodities, and after January 1, 1955, 
in the case of the basic agricultural commodities. The Secretary shall make 
a thorough study of possible methods of improving the parity formula and 
report thereon, with specific recommendations, including drafts of necessary 
legislation to carry out such recommendations, to Congress not later than 
January 31, 1957. 

(F) Notwithstanding the provisions of subparagraphs (A) and (E), if the 
parity price for any agricultural commodity, computed as provided in subpara- 
graphs (A) and (E) appears to be seriously out of line with the parity prices of 
other agricultural commodities, the Secretary may, and upon the request of a sub- 
stantial number of interested producers shall, hold public hearings to determine 
the proper relationship between the parity price of such commodity and the parity 
prices of other agricultural commodities. Within sixty days after commencing 
such hearing the Secretary shall complete such hearing, proclaim his findings 
as to whether the facts require a revision of the method of computing the parity 
price of such commodity, and put into effect any revision so found to be required. 

(G) Notwithstanding the foregoing provisions of this section, the parity price 
for any basic agricultural commodity, as of any date during the six-year period 
beginning January 1, 1950, shall not be less than its parity price computed in the 
manner used prior to the enactment of the Agricultural Act of 1949. 

In the hearings before the subcommittee of the Committee on Appropriations 
for Agriculture for fiscal 1956, it was brought out that the Department of Agricul- 
ture had requested $285,000 to, among other things, conduct a survey of farmers’ 
expenditures over the United States. Such statistical data were to be used in 
a recalculation of the weights assigned commodities generally purchased by 
farmers. 

When questioned by Senators, the Administrator of the Agricultural Marketing 
Service, Mr. O. V. Wells, on page 353 of the hearings of the Agricultural Appro- 
priations for 1956, stated that : 

“This is not a proposal to change the parity formula or to shift the parity base, 
but simply to revise the weighting which we have done twice in the past, in order 
that we may say that the index of prices paid by farmers, or, as it is more 
commonly called, the parity index, is the best statistical index that we are able 
to calculate. It might lower the index slightly. It might raise it slightly. I do 
not know, but it would allow us to say that we have a set of weights in line with 
current farm expenditures.” 

The Department of Agriculture revised the relative weights of things used by 
farmers both for living and production based upon the expenditures for food and 
clothing and for production items (such as feed, motor supplies, motor vehicles, 
etc.) as indicated by the expenditure survey made in 1955. The revision resulted 
in the reduced importance of the living component of the parity index and for 
interest, taxes, and farm wage rates. This does not mean that total expenses 
for these items were down. It only means that the relative importance of these 
costs, as compared to total cost, was down. 

As a result of the revision, the index of prices paid by farmers was reduced as 
of December 1958 by 4.2 percent, or from 308 percent of the 1910-14 period to 295 
percent of the 1910-14 period. 

The index of prices received by farmers was also revised. For example, here- 
tofore prices of noncitrus fruits included in the index represented only that 
portion sold for fresh market. The revision of the weighting pattern imputed 
to fresh-market prices the importance of both fresh and processing sales. The 
revised index uses price of both fresh and processed fruit with weights allocated 
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to each on the basis of average marketings in the years 1953-57. The same 
change in weighting has been adopted in the case of vegetables. 

The decrease in the parity index is partially, but not altogether, offset by the 
lower 10-year average of the index of prices received so that the net effect of the 
revisions is to reduce parity prices as computed in January 1959 by about 314 
percent from what they would otherwise have been. 


[ Agricultural prices, January 1959—Crop Reporting Board, AMS, USDA, Supplement No. 1] 


THE REVISION OF THE INDEXES OF PRICES RECEIVED BY FARMERS AND THE INDEX 
oF Prices Pain BY FARMERS INCLUDING INTEREST, TAXES, AND FARM WAGE 
RATES 


There has been general recognition for some time that the weighting patterns 
for the index of prices received and the index of prices paid by farmers, including 
interest, taxes, and wage rates needed to be brought into line with current 
economie conditions. Accordingly the Department requested, and the Congress 
appropriated, funds for a nationwide survey of farmers’ expenditures during 
the year 1955. 

The survey was made early in 1956. It covered slightly more than 10,000 
farms, and reported detailed information on farm expenditures for all groups 
of items bought except food. In the spring of 1955, the Department had con- 
ducted a nationwide survey of household food consumption. From the results 
of these surveys, together with other official information, a new weighting 
pattern for available series of prices paid by farmers has been developed. The 
new weights have been used in computing the revised index of prices paid by 
farmers including interest, taxes, and wage rates that is presented herewith. 

The index of prices received by farmers has been revised, similarly, to incor- 
porate post-World War II weights. Fortunately, annual marketing data were 
available for farm products to permit the use of average annual marketings for 
the period 1953-57 as weights. This period presents a more stable weighting 
pattern for farm product prices than data for a single year, as a result of 
smoothing the year-to-year variation in farm output owing to weather and 
economic factors. 


INDEX OF PRICES PAID BY FARMERS INCLUDING INTEREST, TAXES, AND FARM WAGE RATES 


The 1959 revision of this index encompasses three main features: 
1. Revision of weights. 
2. Linkage of the new index to the former series as of September 1952. 
8. Expansion and improvement of commodity coverage. 

The general pattern and structure of the index, as carried since 1950, have 
been retained! The new weighting pattern, together with those of the previous 
periods, is presented in table 1 following. It will be noted that the major shifts 
in this revision consist in reduced importance for the living component of the 
parity index, and for interest, taxes, and farm wage rates, and a sharply increased 
importance for the production component. These changes reflect the increasing 
average size of farms and the concentration of production in commercialized 
agriculture, with substitution of machinery and equipment for labor. 


1 Stauber, B. R., Koffsky, N. M., and Randall, C. K. 1950. “The Revised Price Indexes,” 
Agricultural Economic Research, 2 : 33-62. 


Source: “Agriculture Handbook No. 118, Major Statistical Series of the U.S. Depart- 
ment of Agriculture,” vol. 1, Agricultural Prices and Parity. 
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TABLE 1.—Group weights: Index of prices paid by farmers, including interest, 
taves, and wage rates 


Weight base period 


























1924-29 ! 1937-41 2 1955 3 
Percent Percent Percent 

EL Nidh dhs Dien eh ethokant iaoud cnckedbheeb ann gumeecmbentt 41.2 44.0 39. 50 
Food (including tobacco 4) .............--------- isiet sischakiiion 148 16.7 13. 40 

ir sees eam nwislemieibionl 12 5 8.6 6 34 
na sect Eile miami cel 45 6.9 5. 63 
ae ee es ee 39 5.9 5.77 
I a i caek dae 2.4 4.0 3. 99 
EEN CIN 5 crinndicqydendutivnietintgninsies 3.1 1.9 4. 37 
PN  Meaikctap endian dacs ctoucbdcdakdébeehintnudanddoune 36 4 41.2 50. 90 
satan gach tadashi nil laancn rina 10.1 10. 2 12 80 
ae knee 44 5.3 4. 60 
IN os to dan aceedekecdoukante 3.9 5.2 8. 39 
Sg ad eo ee ahead 3.9 §.2 4. 38 
ETT TEED ET ee 3.4 4.5 5. 21 
Building and fencing materials_..............--.---------- 3.7 2.7 5. 20 
Pebemieer and Tbe... .......-.:.....5.... estunaoheaoleda 27 3.1 4.11 
Bemipment amd sup pliees oo on oii ck ec eek es besces. 3.3 3.3 3. 66 
cattle ates Ritetiacet Math caiinadciscieaames ennai whem atonal’ 1.0 2 2. 5: 
II Ap crcpee tac oukesnnceskaudadeubanubbooawuc pm! 17.6 _ 85.2 Teifa 90. 40 
aes ab pits aaaasties pau duskbichs cwaannthadaabiekin wbséasies 5.7 3.8 2. 04 
sel teh Sci tin Matt as cearsise’ tints: Akt nigtunlaenscicieecanitioalin 6.5 | 3.0 . 96 
a aabieninigetne mea 10.2 8.0 6. 60 
Commodities, interest, taxes, and cash wage rates_-__.-_- 100. 0 100.0 100. 0 





11910 to March 1935. 

2 March 1935 to September 1952, inclusive. 
3 September 1952 forward. 

4 June 1935 forward. 


Relative expenditures for food and clothing declined substantially. Expendi- 
tures for autos and auto supplies were off moderately. Expenditures for building 
materials for housing increased rather substantially. Relative expenditures for 
feed, motor supplies, building and fencing materials, fertilizer and lime, and 
seed increased somewhat. 

September 1952 was selected as the linkage date for the incorporation of the 
1955 weighting pattern into the prices-paid index series primarily for the reason 
that this date coincides with a divergence between price levels for living items 
and farmer purchases for producton purposes, and the accompanying change in 
distribution of expenditures. Prices paid by farmers for these two major cate- 
gories of purchases moved closely together with the general advance in price 
levels from 1932 to 1952. In 1952, however, the price indexes of living and pro- 
duction components began to diverge sharply, the living component remaining 
high or increasing, and the production component dropping sharply. The latter 
was primarily the result of declining prices of feeder livestock, feed, and to a 
lesser extent seed. The 1955 expenditure data reflect conditions after this sharp 
divergence and appear therefore to represent conditions from 1952 forward much 
better than weights based on the period 1937-41. 

Some expansion in commodity coverage has been achieved. The commodities 
included in the revised parity index resulted from the complete review of avail- 
able price series in the light of purchase patterns reflected by the expenditure 
survey. In general, items were included that contributed more than one-half 
of 1 percent of the total expenditure by farmers for items in the particular group.’ 
As a result, 136 price series have been added to the list of 340 in the former index, 
and 71 of the latter have been dropped, leaving the revised index based on price 
series for 389 commodities and services, in addition to interest, taxes, and wage 
rates. The weight for 46 of these items is divided between the living and pro- 
duction components. For example, of the total electricity purchased, part is 
used for lighting and power in the farm household, and this is properly reflected 


2 See “The Revised Price Indexes,” supra, p. 7. 
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in the family living component of the index. Part of the electricity is used for 
power and lighting on the farmstead and is properly reflected in the production 
component. Similarly for gasoline, automobiles, and many building material 
items. The most important commodity addition consists of used cars and trucks 
which were added in March 1955. The introduction of used cars was delayed 
until this date because of the abnormal price behavior in the period immediately 
after the war. It appeared preferable, therefore, to delay the introduction until 
the return of more normal supply and demand conditions. This appears to have 
been achieved around 1955. In the field of services, prices paid for newspapers, 
electricity, and telephones represented this area of expenditures prior to the 
current revision. The revised index includes in addition price series measuring 
prices paid for farm periodicals and for tuition at land-grant colleges for in- 
State residents. 

INDEX OF PRICES RECEIVED BY FARMERS 


The revised index of prices received by farmers encompasses the following 
principal changes: 


1. Revision of weights. 

2. Linkage of the new index to the old as of September 1952. 

3. Revision of weighting and pricing system for vegetables and for non- 
citrus fruit. 


As in the case of the parity index, the revised index of prices received by 
farmers retains the same major commodity groups and general structure as the 
previous index.’ The revised group weights, together with the previous weights 
for comparison, are presented in table 2. It will be noted that there has been 
an increase in the weight for the crop group generally and a corresponding de- 
crease in the importance of livestock and livestock products. This index also 
was linked in September 1952. 


TABLE 2.—Group weights: Index of prices received by farmers 


Weight base period 

















Commodity group wa 

1924-29 1 1937-412 | 1953-573 

Percent Percent Percent 
le I iignath as chdnennnecctcsensenasneakececerwed 100.0 | 100. 0 100.0 
All crops-_.---- disk dpedanactonswmaimeninn mebebkaseeaG ceed 48.0 42.2 45.2 
Dn 20. Skank vomcandaembemiebauweeeen ; 8.9 7.0 7.9 
I I i casein 7.5 | 6.7 9.1 
CE ik dixtnimnmnsincmaaaien ijk chediel are aealesiahascncla eae Ra 13.9 | 8.3 8.4 
ON i ei dndntaeeckedaaenudeanuwmabbnaanceate | 2.6 3.7 4.1 
ee crs hace seanensdameoel 2.3 3.1 4.9 
I Riel a ok ce hic aemenem amas as nae 6.0 5.8 4.7 
SNE COINS ins debradcctagendoeneagucdawese 3.5 4.8 | 4.2 
Potatoes, sweetpotatoes, and dry edible beans - --_-_- 3.3 2.8 1.9 
I Se Is oa Sein ce eceticecacnce ons ca dcoce as nc 57.8) 54.8 
MII Se Gos Acinic neem eines unmeasine Saad wade 26.1 28. 6 29.1 
ES rs ee ee alae 15.1 17.7 14.6 
I Si iacgndndginwhesanwcnmvanae twas mie | 9.9 | 10. 2 10.7 
SNE dak tick ont naib necccau cance nee tbe ceaseogaes 9 | 1.3 4 








11910 to January 1935. 
2 January 1935 to September 1952. 
3 September 1952 forward. 


In addition to weight changes there have been some changes in the methods 
of handling prices of certain crops, particularly commercial vegetables and fruit. 
Heretofore, prices of noncitrus fruits included in the index represented only 
that portion sold for fresh market. The weighting pattern imputed to fresh 
market prices the importance of both fresh and processing sales. The revised 
index uses prices of both fresh and processed fruit with weights allocated to 
each on the basis of average marketings in the years 1953-57. The same change 


3 Op. cit. 



































































































































































the 10-year average, 1949-58, of slightly less than 1 percent. 
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in weighting has been adopted in the case of vegetables. 
















This results in a some- 
what reduced seasonal fluctuation for these commodity groups. 


The net effect of the revisions in the prices received index is a reduction in 


The net effect of 


the revision on the parity index is a reduction as of December 1958 of 4.2 percent 


and an average over the 10-years, 1949-58 of 1.4 percent. 


The decrease in the 


parity index is partially but not altogether offset by the lower 10-year average of 
the index of prices received, so that the net effect of the revisions is to reduce 
parity prices as computed in January 1959 about 34% percent from what they 


would otherwise have been. 


The revised index of prices received by farmers and the revised index of prices 
paid, interest, taxes, and wage rates, and the major groups of each, by months, 


since September 1952, are published in following pages. 


Data for the commodity 


subgroups of both indexes will be published in the February issue of Agricultural 
Prices, and a technical discussion of the revised indexes is scheduled for publica- 
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tion in an early issue of Agricultural Economics Research. 








Indewes of prices received by farmers and parity ratio, by months September 
1952—December 1958, as revised January 1959 
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1 Ratio of the index of prices received by farmers to the index of prices paid, interest, taxes, and farm wage 
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Index numbers of prices paid by farmers, United States, September 1952— 
December 1958, revised 


[1910-14= 100] 
PRICES PAID FOR COMMODITIES, INTEREST, TAXES, AND WAGE RATE2 
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{Agricultural prices, January 1959—Crop Reporting Board, AMS, USDA, Supplement No. 2] 
PARITY AND AVERAGE PRICES FP ECEIVED BY FARMERS FOR AGRICULTURAL COMMODITIES 


Parity prices based on data for January 1959 for all commodities for which 
computed, together with base price data, are presented in the tables on pages 
50-52. Annual average prices for 1949 through 1958 for use in parity computa- 
tions and averages for 1948-57 and 1949-58 are shown on pages 53-59. 

Parity prices shown on the following pages are computed under the pro- 
visions of title III, subtitle A, section 301(a) of the Agricultural Adjustment Act 
of 1938 as amended by the agricultural acts of 1948, 1949, 1954, and 1956. 

The major provisions of the amended act relating to the calculation of parity 
prices are as follows: 

“(1)(A) The ‘parity price’ for any agricultural commodity, as of any date, 
shall be determined by multiplying the adjusted base price of such commodity 
as of such date by the parity index as of such date. 

“(B) The ‘adjusted base price’ of any agricultural commodity, as of any date, 
shall be (i) the average of the prices received by farmers for such commodity, 
at such times as the Secretary may select during each year of the 10-year 
period ending on the 3ist of December last before such date, or during each 
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marketing season beginning in such period if the Secretary determines use of a 
ealendar year basis to be impracticable, divided by (ii) the ratio of the general 
level of prices received by farmers for agricultural commodities during such 
period to the general level of prices received by farmers for agricultural com- 
modities during the period January 1910 to December 1914, inclusive. As used 
in this subparagraph, the term ‘prices’ shall include wartime subsidy payments 
made to producers under programs designed to maintain maximum prices estab- 
lished under the Emergency Price Control Act of 1942. 

“(C) The ‘parity index,’ as of any date, shall be the ratio of (i) the general 
level of prices for articles and services that farmers buy, wages paid hired farm 
labor, interest on farm indebtedness secured by farm real estate, and taxes on 
farm real estate, for the calendar month ending last before such date to (ii) 
the general level of such prices, wages, rates, and taxes during the period Janu- 
ary 1910 to December 1914, inclusive. 

“(D) The prices and indexes provided for herein, and the data used in com- 
puting them, shall be determined by the Secretary, whose determination shall 
be final. 

“(E) Notwithstanding the provisions of subparagraph (A), the transitional 
parity price for any agricultural commodity, computed as provided in this sub- 
paragraph, shall be used as the parity price for such commodity until such date 
after January 1, 1950, as such transitional parity price may be lower than the 
parity price, computed as provided in subparagraph (A), for such commodity. 
The transitional parity price for any agricultural commodity as of any date 
shall be—— 

“(i) its parity price determined in the manner used prior to the effective 
date of the Agricultural Act of 1948 [January 1, 1950], less 

“(ii) 5 percent of the parity price so determined multiplied by the number 
of full calendar years (not counting 1956 in the case of basic agricultural 
commodities) which, as of such date, have elapsed after January 1, 1949, in 
the case of nonbasic agricultural commodities, and after January 1, 1955, in 
the case of the basic agricultural commodities.” 

Section 301(a)(1)(F) outlines authority for the Secretary of Agriculture to 
make special adjustments in the method of computing parity prices for particular 
commodities if the method outlined in the act results in parity prices seriously out 
of line with those of other commodities. 

To summarize, parity prices are computed by both the “old” and the “new” 
formulas. The effective parity price—that is, the official parity price to be used 
for making determinations needed for price support or other programs—is then 
the higher of the following: 

(1) The parity price computed under the “new” formula outlined in the 
amended act, and 

(2) The transitional parity price (as described in paragraph (E)). Dur- 
ing 1959 the transitional parity price for basic commodities is 85 percent of 
the parity price computed under the “old” formula and for nonbasic com- 
modities is 50 percent of the “old” formula parity. 

The effective parity prices shown in this report are based on the provisions of 
the amended act. Briefly the actual method of computation under the “new” 
formula is as follows: 

(a) The average of prices received by farmers for individual commodities 
for the 10 preceding years is calculated (for 1959 this is the 1949-58 average). 
An allowance for unredeemed loans and other supplemental payments result- 
ing from price support operations are included for those commodities for 
which applicable. 

(b) This 10-year average is divided by the average of the index of prices 
received by farmers for the same 10 preceding calendar years, adjusted to 
include an allowance for unredeemed loans and other supplemental price 
support operations, to give an “adjusted base price.” 

(c) Parity prices are computed by multiplying the adjusted base prices 
by the current parity index (the index of prices paid by farmers, including 
interest, taxes, and wage rates, with 1910-14—100). This index is published 
in Agricultural Prices each month. 

For commodities still on the transitional parity, parity prices are also com- 
puted in the same manner as before January 1, 1950, the effective date of the 
amended act, i.e., according to the “old” formula. The methods of computation 
using the “old” formula were explained on pages 23-25 of Agricultural Prices 
for July 1949, “Parity and average prices received by farmers for agricultural 
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commodities.” These methods may be summarized as follows: (1) For com- 
modities for which the base period price was computed from prices within the 
1909-14 period, the base period price is multiplied by the index of prices paid 
by farmers including interest and taxes as computed prior to January 1950. 
(The use of the unrevised index was indicated by the conference report on the 
Agricultural Act of 1949, H. Rept. No. 1459, 81st Cong., 1st sess.) (2) For 
other commodities satisfactory price data were not available for the 1909-14 
period. For most such commodities all or part of August 1919—July 1929, de- 
pending upon the availability of satisfactory data, was used as the base period. 
For all these commodities the base period price is multiplied by the unrevised 
index of prices paid by farmers (excluding interest and taxes) converted to the 
appropriate base period. This conversion is made by dividing the index on 
the 1910-14 base by the applicable factor from the following table. The base 
price for avocados, for example, is the average of the seasons 1924-28, and the 
index for calculating the parity price as of any current date is obtained by 
dividing the current unrevised index of prices paid on the basis of 1910-14=100, 
by 1.54 to obtain the index on the base August 1924-July 1929=100. 


Factors for converting the unrevised index of prices paid by farmers (as cal- 
culated prior to January 1, 1950) from the 1910-14 base to a specified base 
period, United States 


Conversion 


Base period Crop seasons 
factor 


usually included 





Divide by 1.59. 


A TI SOs be dbeeddedan nan edsdintaiontiaedcmmidiceiunen 1919-28 
Divide by 1.54. 


Se kk a idatitinda rescind khuniinggacnaeneinn sti | 1924-28 








Parity prices are calculated in terms of prices received by farmers in the 
local markets in which they ordinarily sell. This means that parity prices apply 
to the average of all classes and grades of the commodity as sold by all farmers 
in the United States, except as otherwise specified. Fruits and vegetables for 
fresh use and for processing are usually considered as separate commodities, 
and parity prices for fresh and processing categories are calculated for many 
of these crops. The Agricultural Marketing Agreement Act of 1937 provided for 
parity prices in certain areas for certain commodities covered by a marketing 
agreement or order program. Under present legislation, U.S. parity prices with 
appropriate adjustments where needed may be used for the purpose of this act. 

Where necessary in connection with a particular program, average or normal 
differentials for different varieties, classes, or grades of a commodity and average 
or normal spreads between different markets, methods of sale, or locations are 
calculated and applied to the national average support level or to the parity 
price. Differentials may also be established for seasonal differences, especially 
where there is a reasonably regular and well-defined seasonal movement. Such 
spreads or differentials, of course, need adjusting or recalculating from time to 
time due to changes in methods of processing, in marketing and transportation 
costs, and in the distribution of supplies relative to demand. 

To facilitate comparison with parity prices, prices received by farmers for 
eggs and wholesale milk are adjusted for seasonal variation. The index numbers 
used to adjust these monthly prices to an annual basis are published each year 
in the July issue of Agricultura) Prices. 

The indexes used in the computation of parity prices are published currently 
in Agricultural Prices. Both the index of prices received by farmers and the 
parity index (index of prices paid by farmers, including interest, taxes, and 
wage rates) have been revised, effective January 1959. See supplement No. 1 
of this report for a summary description of the revision and for monthly data 
1952-58. There are no revisions in the indexes prior to September 1952. These 
revised indexes were used in computing January 1959 new formula parity prices 
shown in this supplement. Old formula and transitional parity prices are not 
affected by this revision and effective parity prices prior to January 1959 are not 
changed. Annual averages of the unrevised index of prices paid by farmers, 
including interest and taxes (as calculated prior to January 1950) and data 
by months for the period 1923-58 were included in supplement No. 1 to Agri- 
cultural Prices for October 1958. The unrevised prices paid index as computed 
prior to January 1950 was published in supplement No. 1 to the January 1950 
issue of Agricultural Prices. 
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For the purpose of illustrating the computation of parity prices the calcu 
lation of the effective parity price for corn based on data for January 1959 is 
given below. The parity price under the new formula of the amended act is 
computed as follows: 

The 120-month, January 1949-December 1958, average of prices received 
by farmers for corn, adjusted to include an allowance for unredeemed 
loans, etc., was $1.41 per bushel. The 120-month average of the index of 
prices received by farmers, adjusted to include an allowance for unredeemed 
loans, ete., was 256. Dividing $1.41 by 256 gives $0.551 per bushel, the 
adjusted base price. Multiplying this adjusted base price by 298, the parity 
index based on data for January 1959, gives the indicated parity price 
of $1.64 per bushel as computed using the new formula. 

Since the effective parity for corn, a basic commodity, was the transitional 
parity based on data for December 1958, it was also necessary to compute the 
transitional parity based on data for January 1959. As noted previously, the 
transitional parity for basic commodities during 1959 is 85 percent of the parity 
price computed by the old formula. The parity price according to the old 
formula is calculated by multiplying the average price received by farmers for 
corn for the 60 months, August 1909-July 1914, which was $0.642 per bushel, 
by the January 15, 1959, unrevised index of prices paid, including interest and 
taxes, which is 310 percent. This gives an indicated parity price of $1.99 per 
bushel under the old formula. Multiplying by 85 percent gives $1.69 the tran- 
sitional parity price. Since this is higher than the indicated parity price under 
the new formula of $1.64 per bushel, the transitional parity price is the effective 
parity price. 

Effective parity prices for most commodities have shifted to the new formula, 
but for some commodities the transitional parity is still the effective parity 
price. The following table shows the indicated parity prices computed by both 
the old and the new formulas, the transitional parity prices, and the effective 
parity prices for commodities still on the transitional basis in December 1958. 


Indicated parity prices, “old,” “transitional,” and “new,” and effective parity 
prices based on data for January 1959 for commodities still on the transitional 
basis in December 1958, United States 





Effective 
parity 
old Transi- New prices 
Commodity formula tional formula based on 
parity data for 
prices ! January 
1959 








Basic commodities: 
. 74 . oe ia $2. 36 
‘ . 99 . 6 : 1. 69 
Peanuts 9 2. ; 12.9 
Tobacco: Puerto Rican filler, type 46-. 38.8 33. 32. 33.0 
Nonbasic commodities: 
Grapefruit __- aes 2. 40 ‘ ; 1. 20 
Oranges - - --- oreo . 40 2. 2 ; 2. 20 
1, 060. 00 530. 530. 00 
613. 00 5. 00 | ( 306. 00 





1 For basic commodities 85 percent and nonbasic commodities 50 percent of the old formula parity. 
3 Not available. 


Senator Syminerton. I would like to say, whether it was tinkered or 
reexamined or whatever it was, the net result usually was a lower price 
to the farmer. 

Secretary Benson. We acted with the authorization of Congress. 

Senator Hickentoorer. You did not write the law that set up the 
formula. 

Secretary Benson. I did not. Congress wrote the law that au- 
thorized the study. 

Senator Symrneton. The more we get into this, the more we find 
out about the present situation, the more convinced I become that the 
Congress needs to look into and investigate the whole operation. 
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Secretary Benson. At best, Mr. Chairman, the parity index is a 
weak measuring rod, and it becomes weaker as agriculture moves for- 
ward in this technological revolution. 

Senator Proxmme. I simply would like to say, Mr. Chairman, I 
think the question of Senator Symington was a very fruitful, I think 
vital, question, and I think the point it brings home is that many peo- 
ple, in examining parity, get the impression the farmer is getting more 
in January than he got in December, when actually he is less well off. 

Now, I would like to suggest, and I make this as a constructive sug- 
gestion, that it would be very helpful to this committee, Congress, and 
the country, if at least for the next several months, and I would like to 
see it up through October of 1960, but at least for the next several 
months, that the Department of Agriculture report on both the old 
parity and the new parity. 

I would like to find out first, however, how much of a job this is, and 
if it could be reported in that way, I think it would be extremely helpful 
so that the country would get an accurate picture of exactly what it is 
the farmer is getting, what is the farm income. 

Senator Youne of North Dakota. Mr. Chairman, one thing has 
been mentioned as being unfair. 

Do you think, Mr. Secretary, that labor would be willing to take a 
certain percent of the average wage they received in previous years 
regardless of any increase in cost of living, or if industry would be 
willing to take a certain percent of the price they received for their 
goods during the previous period without any regard to any increase 
in cost? Neither one of them would be willing to accept that; would 
they ? 

Secretary Benson. I assume they would want to get all they can. 

Senator Youne of North Dakota. Why, sure. I do not see how 
the average price that a farmer received during a previous period 
really means anything at all. For example, if he had taken, make it 
1937, the average price a farmer received during the previous 3 years, 
it would not mean anything at all, because their price was so low—it 
would be meaningless. 

The Cuarrman. All right, proceed. 

Senator Proxmire. Could I press this suggestion, Mr. Chairman, 
that the Department provide these two parities for our information, 
so that the country and the Congress will understand exactly what the 
situation is? 

In other words, the old formula, the pre-January 1959 formula, and 
the new formula—report them both. 

The Cuairman. Well, I put in the record the information on which 
this was based. 

Senator Proxmire. I understand, but what I would like to get is 
simply a report to Congress of what has happened to farm income, 
farm prices, through 1958 and into 1959 on the old basis for a while, 
as well as on the new, so that this very, very valuable index, which 
many people rely on, and which is used so often, can be understood 
in full. 

The Cuamman. Well, can that be done, Mr. Benson? 

Secretary Benson. Mr. Chairman, that has never been done. When 
the study was made—it was not done in 1950. I think it would only 
add to confusion, and this parity matter is confusing enough as it is. 
I see that nothing would be accomplished by it. 
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I guess the technicians probably could calculate it some way, but 
it is simply a duplication of work. What we are trying to do is use 
the best figure that it is humanly possible to devise, and this is it. 
The same thing was 

Senator Proxmie. But you are changing your yardstick. I do not 
dispute at all that what you are doing is completely honest and correct 
and necessary under the law. 

Secretary Benson. Yes; it is good statistical work. 

Senator Proxmire. But I am saying when you change the yardstick, 
you should give the country and Congress an opportunity to adjust 
to that change so that they can comprehend exactly what the course 
of farm income and farm prices has been. 

— Benson. I think there has been no change in the yard- 
stick. 

Senator Proxmire. The yardstick was required to be changed by 
law. You have just told us you changed the yardstick to parity as 
required. 

ecretary Benson. It is simply an attempt to use in the index those 
— which are in general use today and to provide accurate 
weights. 

Senator Proxmire. I understand. I simply ask for full information 
and full disclosure, so that we can all know exactly what is happening 
rather than be deceived as some people may be. 

Not that you are trying to deceive anyone; you are stating it as you 
have to. But many are deceived in looking at parity and get the 
impression the farmer was better off in January of 1959 than Decem- 
ber of 1958, although this was not the case. 

Secretary Benson. Well, the full explanation is made in this bulle- 
tin. It would be a question of repeating that month after month. 

Senator Proxmire. The full explanation is never read. What is 
read is the parity percentage. 

Secretary Benson. We have what is revised here, the old index, 
right on the front page of this publication. 

The Cuarrman. Mr. Benson, could not you use those figures and 
show what losses were sustained by the farmers by the change in the 
formula? Not that it was done illegally, but I presume that is what 
Senator Proxmire desires to show, how did it affect the income of the 
farmer. 

Secretary Benson. Would you like us to go back and do the same 
thing for 1950? 

It had the same effect. It was—— 

Senator Proxmire. It would be certainly for the next several 
months very valuable for us to use the same yardstick for a while. 

I recognize this new yardstick must supercede; it is a more ac- 
curate and fairer yardstick. However, I simply ask you to use this 
yardstick for the next few months. It seems to me this is a reason- 
able proposal, inasmuch as my administrative assistant, and several 
others, told me exactly what Senator Symington had; apparently 
they were able to calculate it and figure it out. They could do it 
with the same precision as the Agriculture Department could, so it is 
something that could be done easily and without much work. 
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The CuamrMan. I wish you would give the matter thought, and if 
it 1s 

Secretary Benson. We would be glad to give it thought. 

The Cuarrman. And if it is possible to comply with Senator Prox- 
mire’s suggestion, I would appreciate it. 

Secretary Benson. Okay. 

The Cuarmrman. And you could let us know definitely tomorrow 
or before we conclude these hearings. 

Senator Proxmire. Thank you very much. 

The Cuarrman. Proceed, Mr. Benson. 

Secretary Benson. Under control route on wheat: 

(c) Permit all wheat growers to vote in the marketing quota 
referendum—not just the larger producers. 

(zd) Base compliance with acreage allotments on a planted, rather 
than a harvested basis. 

Senator Youne of North Dakota. What changes would you make? 
You say you would let them all vote; do you mean anyone who raises 
3 acres or 5 acres? 

Secretary Benson. Anyone who has an allotment. 

Mr. McLarn. Just like we do with other commodities. 

Secretary Benson. We do that with all the other basics. 

Senator Youne of North Dakota. Whether it is 2 or 3 acres or 
what ? 

Secretary Benson. In the case of tobacco or cotton, one-tenth of an 
acre. 

Senator Youne of North Dakota. You have an entirely different 
situation in cotton. You know that, Mr. McLain, because no one can 
raise any cotton unless he has an allotment. But anyone can plant 
wheat anyplace in the United States, even in the city of Wines 
ton, if they want to, and gain an allotment. 

Secretary Benson. But all we are recommending here is that those 
who have allotments be entitled to vote. 

Senator Youne of North Dakota. If they have 1 acre? 

Secretary Benson. Regardless of the size of the allotment, as long 
as they have an allotment. It would be the same as all other basics. 

Senator Youne of North Dakota. He is not actually a wheat 
farmer. If I had a horse here in town, am I a horse farmer ? 

With 1 acre of wheat, are you a wheat farmer? If I have a few 
plants of tobacco out in my yard, am I a tobacco farmer? 

Mr. McLarn. Senator Young, let me tell you this: Some of these 
boys get on our neck because of quota regulations; they think they 
ought to have the right to vote. That is all I can say from the areas 
that are affected by the quotas. 

Senator Youne of North Dakota. Would you want the same thing 
to apply to cotton and tobacco? 

Secretary Benson. It does now. 

Mr. McLarn. It does now. 

Senator Youne of North Dakota. You cannot raise any cotton and 
tobacco and gain an allotment like you can with wheat. Anyone who 
plants wheat for a period of years gains an allotment, whether he 
wants one or not. 
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Mr. Sorkin. Not any more. 
Senator Youne of North Dakota. Only because of the effect of some 


ee a a 
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new laws. But almost every farmer in the United States raisesa [)  ¢) 

little wheat, so he hasan allotment. You have all these farmers voting fF 

on wheat who have no interest in wheat at all. s 6d 
Mr. Sorkin. Senator Young, the folks who raise tobacco on town it 


lots, vote. 





Senator Youne of North Dakota. Yes; but no one can raise any . 

tobacco unless he has an allotment. e] 
Mr. Sorkin. The same thing would apply here. le 
Senator Youne of North Dakota. Not in the past. You know 

anyone could raise wheat n 
Mr. Sorkin. Under this provision. ct 
Mr. McLain. Under this provision we are asking for the elimination 

of the 15-acre provision, Senator Young. y 


Senator Youne of North Dakota. If you eliminate that. But now 
you would allow anyone to vote, even if he had 1 acre of wheat. 

Secretary Benson. If he had an allotment, regardless of size, he 
would vote the same as on other basics. 

Senator Youne of North Dakota. The actual wheat farmer would 
not have much of a voice, the farmer who made a business of raising 
wheat, he would only probably have about a 5 percent voice in the 
vote, would he not, or less? 

Mr. Sorkin. Senator Young, in the case of cotton, a third of the 
allotments are less than 5 acres and they all are permitted to vote. 

Senator Youne of North Dakota. They are cotton farmers though. 

Mr. Sorkin. Even if they havea half an acre they vote. 

Senator Youne of North Dakota. Maybe they only farm 10 acres 
altogether, or 5 acres. They are considered a cotton farmer. 

Secretary Benson. It is pretty hard to draw the line and say because 
a man has 8 acres he cannot vote, but if he has 314 he can. If he has 
an allotment given to him under a Government program he should 
be allowed to vote. 

Senator Youne of North Dakota. It is strictly a sideline. I know ff 
of no better way to ruin the whole program than to do that. AndI ff 
would hope this Congress would never approve it, and I do not think 
they will. 4 

Mr. Sorkin. I think the small farmers ought to have a voice in 
this. If they are growing wheat they are contributing to the avail- | 
able supply. Here we have 600 million surplus bushels that are being ff | 
built up from the production of these small producers. : 

Senator Youne of North Dakota. If they are small wheat farmers | 
certainly they ought to. But here you might have a farmer who pro- 
duces $50,000 worth of other commodities, but if he has 1 acre of 
wheat out there, and then he becomes a wheat farmer, and he has a 
vote in determining what the wheat farmers are going to do in this 
Nation. 

Secretary Benson. It is pretty hard to draw the line and say we will 
give the right to vote to a man who has 100 acres but because he has 
only 5 he cannot vote. 
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Senator Youne of North Dakota. I think many of your proposals 
to strengthen controls are all right, I think it is something we should 
have done long ago, but this particular provision I would have to 
disagree with. 

Secretary Benson. All we are doing, Senator Young, is offering 
these for consideration to the committee. 

Senator Youne of North Dakota. It is something we should have 
done long ago, and we would not have the surplus now. For example, 
it is a profitable business for the big farmers to overseed. They 
gained in acreage, and they made money doing it. 

The CuHarrman. Secretary Benson promised to prepare a law for 
enactment, I believe, that might please anyone, so we will look at it 
later. 

Secretary Benson. I think that is a slight exaggeration, Mr. Chair- 
man. We offered to help in some drafting as directed by the 
committee. 

The CuarrmMan. Well you are making these proposals. We expect 
you to put this into an act for us so that we can determine exactly 
what you and the President have in mind. 

Secretary Benson. You tell which part you want put in, and we 
will try to get it drafted. 

The CuarrMan. No; you are the one who makes the proposals. You 
are the one that says it ought to be changed and therefore the burden 
is on you to prepare a bill that will carry out what you are suggesting. 

Secretary Benson. Well I think we both agree, Mr. Chairman, it 
ought to be changed all right. 

The Cuatrman. I agree to that, but you have all the information, 
and you are making the greatest complaint about it. 

Secretary Benson. We want to be as helpful as we can. 

The CHatrman. The burden is on you to give us a good bill that 
will be acceptable to all of the farmers. 

Secretary Benson. We are not complaining, we are just pointing 
out a few facts and trying to be helpful. 

Senator Tatmaper. Mr. Chairman, before we proceed with another 
matter, with the permission of the Secretary I would like to go back 
to the bottom of page 9. Mr. Secretary, the matter dealt with there 
is one which you have not discussed with this committee, but since 
it is in your statement and since it relates directly to a bill which 
Senator Johnston and I have offered and since it is before this com- 
mittee at the present time, I would like to discuss it. 

Mr. Secretary, we have been acquainted for some time, and I think 
you are as interested as the members of this committee in trying to 
get adequate prices for farmers. I believe we differ primarily on the 
matter of approach. Iam sure you are aware of the fact that farmers 
now constitute about 12 percent of the national population and receive 
less than 4 percent of the national income; are you not? 

Secretary Benson. I do not have the exact figures right here, Mr. 
Chairman. I know the percentage is not high enough to suit me. 

Senator Tatmapce. Those are substantially correct, and they mean 
that farmers receive on an average a little less than a third of the 
national income of the nonfarmers. Is that not correct, Mr. Secretary ? 

Secretary Benson. It is pretty hard to compare accurately farm 
and nonfarm income, as you know. 
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Senator Tatmapce. Well, if 12 percent of the population of Amer- 
ica receives 4 percent of the income, that would be an average of 
exactly a third, would it not? 

Secretary Benson. Last year we had the highest income per farm 
in agriculture we have ever had, as you know. The per capita ratio 
of income of farm to nonfarm was 53, compared to 52 in 1953 and 42 
in 1935-39. 

Senator Tatmaper. I am not asking you that. I am amg you if 
12 percent of the population were farmers, and they received 4 per- 
cent of the income, isn’t that mathematically one-third 

Secretary Benson. That is not enough 

Senator Tatmapee. Of the average per capita income of the United 
States? 

Secretary Benson. If your figures are correct, it is a third; yes, sir. 

Senator Tatmaper. You would admit that a situation like that is a 
sad comentary about our national state of economic affairs, would you 
not ? 

Secretary Benson. Yes; as I said, it is not high enough. 

Senator Tatmapcr. The only question then is, What is the best 
method for remedying that situation, and that point, I believe, is 
where we would disagree, would we not ? 

Secretary Benson. Possibly. 

Senator Taumapcer. Briefly, before lunch, when we were talking 
about farm wages in other countries, the distinguished chairman, Mr. 
Ellender, specifically mentioned the wage scale on farms in Mexico. 
Of course, one of our big problems in agriculture, as you are aware, 
is the fact that we are producing more than we need. Is that not 
correct ? 

Secretary Benson. Some items. It is primarily imbalance in our 
agriculture. If the Government had—I was going to use the word 
“tinkering,” Senator Symington—— 

.Senator Symrineron. I would deeply appreciate it if you would, 
Mr. Secretary. [Laughter. ] 

Senator Hicxenwoorer. If you do, I want it thoroughly explained. 

Secreary Benson. All right. If agriculture had been less under 
attempts at Government control and regulation and price fixing we 
would have a much better balance in our agriculture and we would 
have less difficulty with so-called surpluses. It is largely a question 
of imbalance rather than total surplus. 

Senator Tatmapegr. At least at the present time we have approxi- 
mately $9 billion worth of farm commodities in warehouses? 

_ Secretary Benson. In warehouses and under loan by June 30, 1959, 
sir. 

Senator Tatmapce. So the majority of the basic farm products 
which we produce in this country, are products that go not only for 
domestic consumption but also for export ? 

Secretary Benson. Yes; they move into export in great quantities. 

Senator Tatmapce. That puts the farmers’ wheat, cotton, tobacco, 
and many other farm commodities in direct competition with the 
same commodities grown by farmers in Turkey, Pakistan, India and 
many other foreign countries; does it not? 

Secretary Benson. Yes. Some of those commodities, of course— 
tobacco, for example, Burley does not move much in export; the Flue- 
cured does. 
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Senator Tatmapcr. Flue-cured does. The standards of living in 
many of those countries run as low as one-tenth of what it is in 
America, do they not ? 

Secretary Benson. It varies 

Senator Tautmaper. Far, far lower than the standard of living in 
the United States of America? 

Secretary Benson. It varies with the individual country of course. 
Of course, you realize that there are no price concessions on our sales 
of tobacco. 

Senator Tatmapce. So I think the point at issue is whether we 
want the American farmer to have a standard of living comparable 
to the low standards prevailing in Mexico or Brazil, or whether we 
want to assure him a standard of living comparable ‘to that of those 
who are protected by wage-and-hour laws and collective bargaining ; 
is it not? In the final analy sis, doesn’t that mean that unless we are 
going to say to our farmers “You must forever remain in a marginal 
economic status and live like serfs or peons,” that we have to “take 
some action to recognize that the standard of living in America is 
infinitely g greater than it is in most foreign countries. 

Secretary Benson. Senator Talmadge, that opens up a whole 
question. 

Senator Tatmaper. That is what 1 want to get into, that whole 
question right there. 

Secretary Benson. Yes. As a matter of fact, it is my judgment 
and conviction that farmers, and others as well, will come more 
nearly getting their fair share, if I can use that term, if our economy 
is kept reasonably fluid and people are permitted to move in and 
out of any occupation they wish with a minimum of Government 
regulation and control rather than more. 

Senator Tatmaper. Mr. Secretary, I would agree with that 100 
percent provided we had no minimum wage laws, no collective bar- 
gaining, no subsidies, no protective t tariffs . of any kind, and a com- 
pletely. free economy in our country. But since I do not believe the 
Congress would even consider changing the prevailing situation, I 
think we are going to have to take the situation as we find it and act 
to put the farmer on a basis of equality with the other segments 
of our national economy. It sone to me that the proper solution 
to the problem is simply this: that these basic commodities which are 
consumed domestically be supported at 100 percent of parity—either 
new parity, old parity, reappraised parity, tinkered parity or what- 
ever you want to call it. When floor sweepers for the Ford Motor 
Co. in Georgia get $1.50 an hour—a total of $12 a day which is more 
than a man who owns a thousand-acre farm can earn in that area 
under the economic system—aren’t we going to have to recognize 
that our farmers must have the same degree of protection guaranteed 
those who work in interstate commerce and are covered by wage and 
hour laws and collective bargaining? Isn’t the only alternative to 
doing that to starve them off the farm and turn this country into a 
land of hunger before too long ? 

Secretary Benson. I assume, Senator Talmadge, that if you started 
a program of direct pay ments—that is what you have in mind 
apparently 

Senator Tatmaper. That is it. 
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Secretary Benson. To the farmers who grow the basic crops, you 
would expect other farmers to feel entitled to the same thing. 

Senator Tatmapce. No, I think it could be selective. 

Secretary Benson. ‘Who is going to do the selecting? 

Senator Tatmapce. Well, you have selected some so far 

Secretary Benson. No, I have not. 

Senator Tatmaper. Aren’t these your recommendations which | 
have in my hand here? 

Secretary Benson. The selection has been made by the Congress 
through legislation. 

Senator Tatmapee. All right. What about the Wool Act? 

Secretary Benson. I have tried to administer the laws as _ best 
I can. 

Senator Tatmaper. Did you not recommend its passage and exten- 
sion ? 

Senator Symineton. Of the Wool Act? 

Secretary Benson. Of the Wool Act, yes. 

Senator Tatmaper. Isn’t that a compensatory payment plan? 

Secretary Benson. That applies to a commodity which is produced 
in deficit. As I have said many times, Congress set a goal of 300 
million pounds, that we want to produce that much wool. It is a 
strategic product. We need to produce part of our supply, and they 
asked us to devise a program to achieve that. It is not a surplus 
crop, it is a deficit crop. 

Senator TALMADGE. Supported at 110 percent of parity ? 

Secretary Benson. They asked us to provide enough to give incen- 
tive for increased production, which we have tried to do, and we 
got a little increase this year. 

Senator Tatmapcr. Mr. Secretary 

Secretary Benson. A little increase in the population of sheep. 

Senator Tatmaper. Mr. Secretary, why is such a plan fairer for 
wool than it is for cotton, wheat, or any wera commodity ? 

Secretary Benson. I do not say it is fair or unfair, § Senator, but 
one is an export crop and the other is a defic it crop. Certainly we 
‘annot handle them in the same way. The problems are entirely 
different. 

Senator Tautmapcr. Let’s go to anther material which is not a 
deficit. I hold in my hand the domestic mineral stabilization plan. 
You are familiar with that, aren’t you? 

Secretary Benson. I know something about it. I am not familiar 
with the details. 

Senator Tatmapcer. It was recommended by the President of the 
United States to the 85th Congress. It was advocated by the Secre- 
tary of the Interior, Mr. Se: ton, and I voted for it. Its objective 
was to help an industry which was in distress because it was produc- 
ing in abundance. If such a plan is fair for metals, why isn’t it fair 
for agricultural products? 

And here is another one, the Sugar Act. The President of the 
United States has recommended that we extend it. That also is a 
compensatory payment plan, isn’t it? 

Secretary Benson. That is the same situation as on wool, it is a 
deficit commodity. We produce about half of our consumption here 
and we import the rest. So it is entirely different than the basics. 
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Senator Tautmaper. All right, let’s turn to one with which you are 
a little bit more familiar. I hold in my hand House Document No. 
57, dated June 5, 1955. You were asked for specific recommenda- 
tions about what to do for the milk industry, and on page 48 thereof 
I read one of the statements here [reading] : 

CCC would make payments directly to farmers based on the difference be- 
tween the announced support prices and the average or prevailing prices 
received by farmers for milk and butterfat. 

Secretary Benson. Senator, that is not a recommendation that 
that be put into effect for the dairy industry. 

Senator TaLmMapcE. What was it? 

Secretary Benson. It was one of the alternative programs that we 
were asked to review. And I would feel about that for dairying 
just like I would feel about it for the basic crops. 

Senator Tautmapeée. That wasn’t one of the alternative plans you 
suggested ? 

Secretary Benson. No, sir. 

Senator TaLmapce. Well now, what is wrong with a program like 
that, Mr. Secretary? We have it for wool and sugar and the Presi- 
dent and Secretary of the Interior have recommended it for metals. 
I thought you had suggested it as an alternative plan for milk. If 
we are going to say to everyone in the United States, “If you work 
on a commodity that goes into interstate commerce it is a violation 
of the law to pay you less than $1 an hour”, and if we are going to 
say, “We guarantee the right of collective bargaining in this country” ’ 
what is wrong with that type of approach ? 

Secretary Benson. Our technicians in the Department have studied 
this question of the so-called direct payment plan, as you probably 
know, Senator Talmadge. I have not personally studied in great 
detail your bill. However, some of our technicians have, and some 
of them are here today. 

Now, on the surface the direct payment approach does have some 
real appeal, and at the same time [ think it has in it some real objec- 
tions and some real dangers, some real disadvantages. 

Senator Tanmaper. I do not say it is perfect, Mr. Secretary, but 
we have tried an approach here for 20 years which we all admit has 
been a miserable failure. 

Secretary Benson. That is correct, sir. 

Senator TatmMapcre. And the only alternative which has been sug- 
gested is to make them plant more and pay them less when they are 
broke already. 

Secretary Benson. No, that is not the proposal. That is not the 
proposal, sir. The proposal is to give them more freedom so they 
will have better balance in their agriculture. Income will be in- 
creased, not decreased. 

Senator Tatmapce. Now, I have heard many different claims from 
some of the opponents of this type of approach, but I have had a 
little study done on it myself. What do you say we are spending for 
price supports at the present time? The President said over $5 billion 
and the last time you testified here I believe you said three and a 
quarter billion. What is the figure now ? 
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Secretary Benson. The figure which was quoted this morning, I 
think, was on expenditures for price stabilization income, something 
over $5 billion. 

Senator Tatmapce. Over $5 billion ? 

Secretary Benson. But I think the realized net cost was around 
two and a half. 

Senator Tatmapce. The Library of Congress—— 

Secretary Benson. Just a moment, may I ask Mr. Roberts to put 
the correct figure in the record ? 

Mr. Roserts. The expenditure of $5.3 billion referred to this morn- 
ing was estimated total expenditures this current fiscal year, for 
programs primarily for stabilization of farm prices and farm in- 
come. For the price support, supply, and purchase programs of 
Commodity Credit Corporation, $3,073 million is estimated. It is, 
of course, a part of the $5.3 billion. 

Senator TaumManpce. $3,073 million ? 

Mr. Rosertrs. Yes, sir, estimated expenditures. 

Senator Tatmapeer. That is price supports for last year? 

Mr. Roserts. That is for the current fiscal year. 

Senator Tatmaper. Does that include storage and everything of 
that type? 

Mr. Roserts. That is total expenditures, 

Senator Tatmapce. I had the Library of Congress do some research 
work for my bill last year, a little later than this, and farm prices at 
that time were slightly higher than they are at present. The estimated 
cost at that time, based on support of 90 percent of parity, was $1,282 
million to $1,644 million, exclusive of corn. Just recently we have had 
some additional research done on it including all basic farm commodi- 
ties here and assuming that the price in the free market could be any- 
where from 90 to 45 percent of parity. The difference between this 
type of approach, at 75 percent of parity under the old formula prior 
to the January change would just be $2,300 million or less than we are 
spending at the present time. 

Now I am sure, Mr. Secretary, you would agree with me that the 
only justification for price-support program is to aid the farmers in 
getting a fair national income, is it not ? 

Secretary Benson. Well, I think that is certainly a major objective. 
Another one is to contribute toward orderly marketings. I should 
point out, Senator, that our analysis indicates a much higher cost for 
your bill, over $5 billion. 

Senator Tatmapce. When you boil it down to plain language that 
all means the farmer has a fair share of the national income ? 

Secretary Benson. It should contribute, certainly. 

Senator Tatmapce. Well, under any sort of price-support program 
there would not be any justification for the Government getting in the 
business of buying, selling, storing, and warehousing commodities, 
would there? 

Secretary Benson. The Government is in too much business now. 

Senator Tatmavcr. We agree on that 100 percent. 

Secretary Benson. We certainly do. 

Senator Tatmapcr. If the Government ceased acquiring, selling, 
storing, and warehousing commodities, we would save, according to 
the President’s message, $1,027 million right there, wouldn’t we? 
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Secretary Benson. I do not know that our analysis would show that, 
Senator. 

Senator Tatmapcr. According to my recollection he placed the cost 
of storage of farm products alone at $1,027 million. 

Secretary Benson. Storage interest and handling, I think, Senator. 
But of course, regardless of what legislation is passed, we are going 
to have to continue for a long time a good part of that cost because 
we have the commodities. 

Senator Tatmapce. I agree with you that disposal of the accumu- 
lated surplus presents a great problem and I must confess I certainly 
do not know a complete answer to it. But what I am trying to suggest 
here is a new approach which I am convinced would cost the Govern- 
ment less, and under which the farmer would get more money, would 
have freedom to farm, would be the master of his own destiny, would 
get a fairer share of the national income, and would be able to put 
his produce back on the world market at competitive prices. Now, 
those are things I think you are for, are you not ? 

Secretary Benson. Well, Senator, may I comment briefly on what 
you have said ? 

Senator Tatmapce. Yes. 

Secretary Benson. Of course this goes back, very similar, I assume, 
to the plan that was discussed here by the Congress some years ago, 
commonly known as the Brannan plan. 

Senator Tatmapeg. Mr. Secretary, may I interrupt there? It does 
have some elements of the Brannan plan, but I have 

Secretary Benson. Some changes? 

Senator Tatmapcr. I have substituted a new name for it. I call 
it the Eisenhower-Seaton-Benson-Talmadge plan. [Laughter.] 

Secretary Benson. Very nice of you to include me, Senator. 

Senator Tatmapee. I do so on the basis of your broad experience 
and recommendations on the Wool and Sugar Acts and other similar 
plans. 

_Secretary Benson. I pointed out how different those two commodi- 
ties are. 

But first of all may I say it seems to me it is not a question of what 
others are doing or what others are getting. Our concern is what is 
best for the farmers, what is good for the farmers. 

Senator Tatmapee. I agree with you wholeheartedly. 

Secretary Benson. What is good for agriculture. 

Senator Tatmapce. Yes, sir. 

Secretary Benson. And I think first of all it would be very difficult 
if such a program were put into operation to limit it to a few com- 
modities, to the basic commodities. I think there would be a clamor 
to have it apply to all of the important commodities certainly. 

Senator Tatmapcr. Of course you would have problems like that, 
but I do not think it farfetched to assume that Congress and the 
Secretary of Agriculture would have some discretion as to where to 
draw the line. 

What I am getting at, Mr. Secretary, is that I am an old-fashioned 
Jeffersonial Democrat. I believe all of us would be better if each 
of us were left alone to work out his own destiny. But I think I am 
realistic enough to understand that you cannot have a prosperous 
agriculture when agriculture is about the only element in our economy 
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which is placed in the position of having to “root, hog, or die.” In 
fact, virtually every farmer I know, if he were working under the 
wage-and-hour law, would be heading to jail because he is not earning 
$1 an hour and could not comply with it. All I am trying to do is to 
devise some meaningful and realistic plan under which he can earn 
his fair share of the income. 

Secretary Benson. Senator Talmadge, we always make a mistake 
when we attempt to group all of our farmers into one package. We 
have 2 million commercial family-type farmers in this country who 
are doing reasonably well. Not as well as we would like to see them, 
but they are doing well. And then we have 2.6 million small, low- 
income farmers that are not doing very well. Many of the units are 
uneconomic. 

Senator Tatmapce. That is the group we must try to help. 

Secretary Benson. Yes; well now, you won’t reach many of them 
by just making this apply to the so-called basic crops. There are a 
lot of these small farmers who do not produce any of those basic crops. 
If you apply it to the major commodities, what we sometimes group 
into 26 of our so-called major commodities, this program, our tech- 
nicians estimate, would cost in the neighborhood of $101 billion a 
year. That isat 90 percent of parity, not 100 percent. 

Senator Tatmapce. That figure, I assume, contemplates coverage 
of every farm commodity that anyone conceivably could think of? 

Secretary Benson. No. No; just 26 commodities, the 26 major 
commodities produced in the United States. And if I am growing 
soybeans, I think I am entitled to some help if there is going to be 
any, just as much as the man who grows cotton. 

Senator Tatmaper. Since you brought it up, let’s discuss that point 
a little bit. The technicians who worked on my bill included the 
basic farm commodities that are supported now by law. And you 
know what they are—cotton, rice, wheat, corn, peanuts, and tobacco. 
Under the present price structure of those items we would save money 
by the program that I have enumerated by supporting them at 100 
percent of parity. In addition to that, my plan would give the farmer 
freedom to plant as much as he desired over and above his domestic 
quota if he thought he could plant and compete with the farmers in 
Pakistan, India, Burma, and Brazil. 

Secretary Benson. I do not think, Senator, that the analysis is 
correct. Also, you cannot limit it that way. And once more—— 

Senator Tatmaper. All right, then, use that same argument: Why 
can’t we limit it to wool then if you are going to draw a line some- 
where? 

Secretary Benson. In limiting it, most of the payments would go to 
your large farmers who are producing about 90 percent of our pro- 
duction. You would not get real help to the farmers who really need 
the help. The small, the low-income farmer. Not only that, the 
farmer is in a position where he is depending upon congressional 
operepeiae and that is 

Senator Taumaper. Aren’t we depending on them right now? 

Secretary Benson. To some extent 

Senator Tatmapen. You cannot run CCC without congressional 
appropriations; can you? 
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Secretary Benson. We could have run CCC with a lot less had we 
got some changes in the law when we asked for it, sir. 

Senator TALMADGE . All right, since we already are depending upon 
congressional appropri iations, why shouldn’t we go in the front door, 
instead of the back door? W hy can’t you, if you are going to support 
farmer Jones’ cotton, send him a check for the difference between the 
price he receives and a fair price, instead of warehousing it and mak- 
ing some warehouseman rich while the farmer gets little or nothing 
out of it? 

Secretary Benson. Senator, I know how deeply you feel on this. 
I think we would be going from bad to worse to go from the program 
we have now to the one you are pr oposing so far. as I have studied it. 
I would like to study it more carefully. 

Senator Tatmaper. How could the situation be any worse, Mr. 
Secretary, when the farmer in my section who is trying to farm 
under this present program could do better at the dice tables in Reno? 
Even in shooting dice the odds would sometimes be in his favor, while 
under this program the odds are never in his favor. 

Secretary Benson. I think we can get better programs than the one 
we have now, and I think we can get better programs than the one 
you have proposed. 

Senator Tatmapce. If you will come up with a better one, I will be 
happy to support it. But I want to suggest to you that if the Presi- 
dent thinks this sort of program is good for sugar, and he does as he 
has recommended it; and if the President thinks this sort of program 
is good for wool, and he does, as both he and you have recommended it; 
and if the President thinks this is the sort of approach we ought to 
have for metals, and he does because he has recommended it; let’s pick 
up some of these folks who earn less than a third of the national 
income and see if we cannot use this same “Eisenhower-Seaton- 
Benson-Talmadge” approach to help them. 

Senator Symineron. Mr. Chairman, will the Senator yield there 
for a minute ? 

Senator Tatmapce. I would be delighted to yield to my friend from 
Missouri. 

Senator Symineron. First I want to congratulate the distinguished 
Senator from Georgia for the magnificent way he has presented this 
bill and this basic concept of compensatory payments. 

The name of Secretary Brannan has been brought into this discus- 
sion. I happen to admire Secretary Brannan, and while I know no 
one was actually or implicitly criticizing him because he was the 
exponent of this type and character of payment, I do want to say in 
all good spirit that if these inventories continue to pile up by the bil- 
lions of dollars in the future, as they have in the past, I hope some 
day someone sends him a wire, “Please come back, all is forgiven.’ 

The Cnatmrman. All right, Mr. Benson. 

Mr. Morse. Mr. Chairman, may I speak to the question ? 

Your concern, I take it, Senator, is for the low-income farmers? 

Senator TaLMapDGE. Yes, sir. 

Mr. Morse. All right. There are 2.6 million farm families that 
produce only 10 percent of the farm products marketed. Now just 
take that figure alone. Under a compensatory payment plan, under 
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the type of program we are now operating, how can you possibly get 
at their problem? You just cannot do it. 

I spoke in Tulsa a couple of years ago—— 

Senator Tatmapce. Let me give you an illustration of how we 
would get at it. 

We will use cotton because that is what I happen to know a little bit 
about. Approximately 45 percent of the farmers in my State have 
cotton allotments of 5 acres or less—and those cotton farmers we will 
say produced an average of 3 bales. Perhaps a little more than that 
last year as it was the best year. They sold the 3 bales of cotton and 
the seed for $200 a bale, giving them an average of a gross income of 
only $600 from their principal money. All right, if we allotted that 
farmer his share of the domestic market, it would amount to about 
2 bales and we would put it in unit measurements because, as the De- 
partment knows, units control production and acres do not. On that 
2 bales of cotton the grower would receive 100 percent of parity, or 
40 cents a pound, for a total of $400 on his domestic quota alone. 
The seed would bring him another $50 or so, bringing to $450 his pro 
rata share of the domestic consumption. Over and above that, if he 
felt he could compete with these Mexican farmers which our distin- 
guished chairman mentioned a moment ago, he could plant another five 
to 10 acres if he chose and produce that many extra bales. The Gov- 
ernment would have no obligation for that part of his production, and 
he would sell it all in the regular, normal channels of trade. 

Such a procedure would get the Department of Agriculture out of 
the business of acquiring, warehousing and selling cotton, as well as 
performing all of the duties of the cotton trade. It would give the 
farmer the freedom to farm, about which you and Secretary Benson 
have been talking so much. Furthermore he could produce all he 
wanted to and could use his facilities, capital, land and labor to much 
better advantage. By a guarantee of 100 percent of parity on his 
pro rata share of the domestic market the Government would be do- 
ing for the poor little farmer what it already has done for a man who 
works in industry, through the minimum wage law, and the right of 
collective bargaining. 

What I am trying to say to you, Mr. Secretary, is that if we do not 
take some action along the lines I have suggested those small farm- 
ers in my area, are going to continue to drift off to the cities by 
thousands. I believe the statistics show something like 2,500,000 
heads of farm families have left the farms in the last 9 years. The 
small farmer does not have any more chance of making a living under 
the present program than the man in the moon. We ought to recog- 
nize that fact as well as the fact that those with whom he is competing 
have the protection of minimum wage laws. We ought to try to 
approach it from that angle. 

Mr. Morsr. All right. And speaking at Tulsa a couple of years 
ago, I had the statistics run on the 20 northeast counties of Okla- 
homa. The average size of arable land on those farms, as I recall, 
was 8.7 acres per farm. They do not grow cotton, they grow very 
little wheat in that area. Now how do you get at their problem with 
this type of payment? 

And coming back to the illustration in your own State—these little 
farmers, if you told many of them they could grow another 10 acres 
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or 10 bales of cotton, they do not have the land. If they have tillable 
land, they do not have land well adapted to cotton. So that you have 
a problem, where do they get the land to produce this additional. 

Senator Tatmapeér. Some of them do have that land, Mr. Secretary, 
and some of them would take advantage of that. In that way we 
could put these products back in export trade without the necessity of 
subsidizing them under Public Law 480. Instead of subsidizing for- 
elgners my program would subsidize Americans. 

Mr. Morse. But all through your State, and all through these areas 
of low income, there are thousands and thousands of these farmers who 
are not producing any of these basic crops. Are you going to do 
something for those who are producing them? And for those who do 
not produce them, what are you going to do for them ? 

Senator TaLtmapce. I have no suggestion at the moment, but I do 
have a suggestion that we ought to extend the principle of the Sugar 
and Wool Acts to include the farmers who produce the basic commodi- 
ties. 

Secretary Benson. Mr. Chairman, on this population question, of 
course the farm population has been going down, even during periods 
when we had 100 percent of parity. This is a longtime trend as you 
know. The biggest exodus out of agriculture that has ever occurred, 
occurred about 7, 8, 9 years ago because of the combination of cir- 
cumstances of mechanization on the farm and relatively high wages 
inthe city. ‘That has been going on for some time. 

Senator Tatmapcr. I am aware of that, Mr. Secretary. 

Secretary Benson. May I ask Mr. Sorkin to comment, or do you 
want to go on with the statement ? 

The CHarrMan. Unless you want to pursue it further ? 

Senator Tatmaper. That is all I have to say at the present time, 
Mr. Chairman; thank you. 

The Cuatrman. All right, proceed. 

Secretary Benson. We were on page 14, I believe, down to (e), and 
still talking about wheat. 

(e) Increase the penalty rate for overplanting to a point that will 
stop this practice. 

(f) Base the penalty for overplanting on the actual overproduction 
rather than the normal yield per acre. 

Senator Youne of North Dakota. What do you mean by that? Just 
as a question of clarification ? 

Secretary Benson. Currently, Senator Young, the penalty is figured 
on the normal yield, and this recommends that you put it on the actual 
yield rather than the normal yield. 

Senator Youne of North Dakota. That is a better way ? 

Mr. McLain. That is right. 

Secretary Benson. It would be more accurate. 

Base the penalty for overplanting on the actual overproduction 
rather than the normal yield per acre. 

(g) Eliminate the 55-million-acre minimum to allow adjusting the 
acreage to the amount of wheat that can be sold for dollars under 
the support price that prevails. 

(A) Consider allotments on a bushelage instead of an acreage basis. 

The CuHairman. How much would you have to cut the acreage to 
follow (g) ; would you know? 
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Secretary Benson. Well, of course, if we followed the formula, Mr. 
Chairman, in the law without this minimum, we would produce zero 
acres this year. 

Mr. McLain. His question was, though, if you just used this 

Secretary Benson. If we sold only for dollars, how much would we 
produce ! 

The CuarrMan. That was the question. 

Mr. McLain. It would be somewhere between 30 and 40 million 
acres. I think that is the figure we had. 

The Cuarrman. Thirty to forty million acres. 

Secretary Benson. Thirty to forty million. I am sorry I did not 
get your questions. 

Senator Youne of North Dakota. Mr. Chairman, the price support 
he would get at 75 percent of the previous 3-year-average cash price 
he received would be about $1.45 a bushel. In order to get that, elimi- 
nate the 55-million-acre provision, and you would probably have to 
cut his acreage about 40 percent, which would make the program 
unacceptable. 

Secretary Benson. If you went the rigid control route, Senator 
Young, there may not need to be that cut in the percentage of the 
average market price. We are suggesting the minimum. 

Senator Youne of North Dakota. Ww hen you cut a farmer’s acreage, 
that is the time when he needs a better price. I think we would go 
along and require an additional cut in acreage, but I do not think we 
should reduce the price support at that particular time. In fact, it 
ought to be raised a little for the smaller farmers. 

The CuarrMan. Proceed. 

Secretary Benson. The control approach requires drastic regimen- 
tation which Congress has not been willing to impose. While “an 
approach might have merit for an emergency adjustment period, i 
would not be in the best longtime interest of wheatgrowers and agri- 
culture generally. 


Senator Proxmire. Mr. Chairman, will the Secretary yield at that 
point ? 

Isn’t it true in most of the American economy production is con- 
trolled, and quite rigidly controlled? It is true it is not controlled 
by and large by Government edict, but the fact is that steel production, 
for example, 1s limited. That price is maintained by cutting back 
steel production. Toa great extent collective bargaining is based on 
the control of labor so that labor refuses to work over 40 hours a week, 
for example, without getting time and a half for overtime. 

The experience I have had in my own printing corporation is that 
we limit our production to what we can sell at a fair price. And this 
is also true for merchants, for lawyers, for doctors, they all limit their 
production to what they can sell it at a price that they deem to be fair. 

Now why in your judgment would not this general pattern through- 
out America be proper or appropriate for agriculture? It seems to 
me it meets these two objectives: No. 1, it means that we can eliminate 
the surplus problem if it is drastic enough, and we can obviously 
eliminate the surplus. Isn’t that correct ? 

Secretary Benson. It could be, Senator 


Senator Proxmire. So we can save the taxpayer, the burden on the 
taxpayer. 
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Secretary Benson. The control route has not worked in the past. 

Senator Proxmire. Well, the control route has never been tried ex- 
cept for a limited number of commodities, as you have been saying, 
some 20 percent of our production. 

Secretary Benson. Well it has not worked with those, Senator. For 
example, in the case of wheat, we passed the legislation for controls, 
and then we watered it down by subsequent legislation until it be- 
ame ineffective. 

Senator Proxmire. The control route has not been tried on any kind 
of a broad basis. 

Secretary Benson. I doubt very much, first, whether the Congress 
would pass, and secondly, I doubt whether the farmer would accept, 
and thirdly, I doubt very much whether the Secretary of Agriculture 
could enforce the kind of controls that would be necessary to really 
control agriculture in view of our technological changes in agricul- 
ture. 

Senator Proxmire. Now every major dairy producing organization 
has supported the self-help plan, which is based on their own self 
regulation and self limitation in production. As I understand you 
have opposed that proposal 

Secretary Benson. We have not opposed it in principle. We have 
not seen a plan yet that we thought would be helpful to the dairy 
industry, and we could not recommend it because we thought it was 
not workable. And I understand the dairy industry itself is badly 
divided on it and is backing away toa large extent after further study. 

Senator Proxmire. Your reply is extremely interesting because what 
you say is you have not opposed the principle. Then you would dis- 
tinguish between self regulation, if the farmers representing a partic- 
ular commodity would come in, and their leader agree, you would 
feel this might be acceptable even though it does constitute a limitation 
on production, as long as it is self-imposed ? 

Secretary Benson. There is some of that that is carried on rather 
successfully under our marketing agreements and orders in a limited 
fashion. They are being expanded in some crops at the present time. 
There is some of that through cooperative organizations, as you know, 
ina limited way. It has some possibilities, I think. 

Senator Proxmire. I see. Thank you, Mr. Chairman. 

Secretary Benson. We are recommending it here in the considera- 
tion of peanuts. 

The Cuarrman. Senator Young. 

Senator Youne (North Dakota). I note the statement here: 

The control approach requires drastic regimentation which Congress has not 
been willing to impose. 

Now 2 years ago was the first message you sent over, that I recall, 
asking that controls on wheat be tightened up. Congress passed 
that legislation, and passed it August 24, as I recall, and by that time 
many of the winter wheat farmers had already seeded their wheat. 
When Congress convened again the following year many of the Con- 
gressmen and Senators in that area asked that the law—the operation 
of the law—be postponed. That went a long ways in tightening up 
controls. I think you should have made these recommendations much 
before the time you did. I think Congress at this time would be will- 
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ing to greatly tighten up on controls. Of course a few of the bigger 
farmers won’t like it, but you are either going to have to tighten 
controls or go to the much lower price support route. And I think 
you would find the average wheat farmer would much prefer a better 
price and tougher controls than to try the route of practically no 
price supports at all. Believe me, $1.25 wheat would break the aver- 
age wheat farmer. I mean, the farmer who makes a business of rais- 
ing wheat just cannot produce it for that price with $10,000 combines, 
$5,000 tractors and everything else in proportion. 

Senator Symineron. Mr. Chairman. 

The CHarMan. Senator Symington. 

Senator Symrineron. Senator Young has in effect answered the 
question that I wanted to ask about this question of what the Con- 
gress was or was not willing to impose. Mr. Secretary, I have not 
been able to be here all the time. Am I correct that you are going to 
give us a bill of what you think is the right thing to do now? 

Secretary Benson. We have suggested in the case of wheat, for 
example, two possible alternatives. We have indicated a preference. 
Now that is our best judgment. And we recognize that the Congress 
will probably weight those along with many others. We will be glad 
to draft legislation on either one or both of them and help in any 
way we can with drafting, or other help. We have no bill. 

Senator SymrneTon. I am relatively new on this committee, but I 
would like to ask this question, based on my experience on other com- 
mittees and with other Government agencies. I think we will all 
agree now we have what might be called a farm problem, and you 
are the Secretary of Agriculture, and you are going into your seventh 
year. Don’t you think it would be a sound, constructive idea for you 
to present this committee with that type and character of legislation 
in detail as to what you think is the right program for the Congress 
to follow ? 

Secretary Benson. Senator, that has been done for the last 2 or 3 
years, as you know, and of course I stand ready to be helpful. 

Senator SymineTon. Now let me ask you 

Secretary Benson. I thought maybe pointing out these alternatives 
might be more helpful this year, that is why I tried that approach. 

Senator Symrneton. Well I say with great respect you have the 
responsibility now of a tremendous amount of the taxpayers’ money. 

Secretary Benson. I feel it very keenly, sir. 

Senator Symineton. I am sure you do, sir. But on the other hand, 
as we get deeper into this well of Government investment in farm 
commodities, 1t seems to me that you talk a great deal about what 
the Congress will or will not do. 1 put in the Congressional Record, 
today, a summary of the legislative cooperation which you have 
received. I would hope that you would come up here and say, “This 
is a problem, I am the head of this Department, here is the piece of 
legislation that I think the Congress ought to pass this year to help 
lick it.” Now isn’t that a fair request? 

Secretary Benson. Well, Senator, all that is needed is to put some 
of this language into legal language. That is all that is required. 

Senator Symineton. Well, that is what I mean. 

Secretary Benson. But the decision will have to be made, of course, 
by this committee. 
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Senator Symrineton. We understand that. 

Secretary Benson. And we have indicated our preference. Now 
the Secretary of Agriculture, as this problem mounts, come in here 
on either one of these, or both of them. 

Senator Symineron. Don’t you think you ought to draft the one 
you think is the better one ? 

Secretary Benson. I would certainly want to draft that one. I 
would hope the committee would consider that one and consider it 
favorably. 

Senator Syminetron. Well, I do not yet quite understand. The 
Secretary of Commerce says this is what we should do. The Secre- 
tary of Defense says, this is the program—this is what we think we 
should do. And, as I understand it, the same thing is true with the 
Attorney General and the Secretary of Labor. Now, why does not 
the Secretary of Agriculture, as this problem mounts, come in here 
and say, “This is what I think we should do to handle this problem” 
and give the Congress a piece of legislation to work on? 

Secretary Benson. We have done that several times, Senator, and 
we have indicated our recommendations this time. If you want us 
to draft it in legal language we will. 

Senator Symineron. Can I make a comment on that? And I do 
not mean in any way to be disrespectful. But it seems to me as the 
problem grows the Department is a little more reticent about sug- 
gesting in the form of legislation 

Secretary Benson. No—— 

Senator Symrneron. Specific answers. Isn’t that right? 

Secretary Benson. No; that is not true. We have been very spe- 
cific, I think, in our recommendations embodied in this statement. 

Senator Syminetron. I wish if you had time you would be good 
enough to read the Library of Congress Legislative Reference analy- 
sis of what you have asked for from the Congress since you have been 
in authority in the Department of Agriculture as against what Con- 
gress has provided. Based on this report in a very large majority 
of cases Congress has given nearly everything that you said you 
needed. 

Secretary Benson. On many things that is true, but on the basic 
crops no, and that is where our problems are. We have moved some- 
what in the direction we should go. 

Senator Symineron. You have an inventory plus loan obligations 
that is going to amount to $10 million. That is a lot of money. 

Secretary Benson. It surely is. 

Senator Symincton. The Senator from Georgia has suggested a 
plan to you—a concrete, practical plan. You say that you have 
analyzed that plan, or rather your experts have, in detail. Now that 
being true, if you do not like that plan, after all the effort that he and 
his staff and members of my staff, in an effort to give a little support 
to him, have put in on this situation, don’t you think you ought to 
come up here and say, “The Secretary of Agriculture—this is what 
I think the Congress should pass this year?” Now if you would do 
that, you would certainly Semahity our problems. 

Secretary Benson. If you want it put in legal language, I will be 
glad to provide the necessary drafting. And I assume you will be 
considering many other plans. 
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Senator Symineton. I do not mean to labor it, but you give 
various alternatives—— 

Secretary Benson. And indicate the best one, the one we think is 
best. 

Senator Symrineron. We want your recommendation. If you say, 
“T think we should have everything, or you take the choice,” then 
you in effect pass it to the Congress. You are the Administrator and 
must make the recommendation. I would rather have you recom- 
ment the legislation to us. 

Secretary Benson. That is where the decision must be made, Sen- 
ator ate ote here in the Congress. 

Senator Symineron. Don’t you think we have the right to be given 
the recommendations in detailed legal language, what you call it 

Secretary Benson. You ask us for anything you wish, and if we 
can supply it we will. 

Senator Symineton. Mr. Chairman, may I make a recommenda- 

tion, and if anyone on the committee disagrees ] wish they would say 
so. I recommend that the Secretary of Agriculture draw up in 
what he calls legal language a bill that the Congress could study, 
and analyze, and possibly pass in order to help this growing problem 
of the investment of the American people in agriculture, and also 
to help the standards of living in agriculture. 
_ Then the Congress, and this committee can take the recommendation 
in this legal language, bill language, of the Secretary of Agriculture, 
and compare it with the recommendations of the Senator from Georgia 
and any other plans. 

Now I recommend we ask the Secretary of Agriculture to give us 
a bill on agriculture. 

The CyHamman. That question was posed to him this morning, and 
he agreed todo that, as I understood him. 

Senator Symineton, Thank you, Mr, Chairman, Twas not here all 
morning, and I wanted to be sure that was going to be done. 

Senator Proxmire. If the Senator would yield, it was my under- 
standing this morning that the Secretary of Agriculture said he 
would be delighted to come in with a bill pertaining to wheat. But 
it was not my understanding that he said he would come in with an 
omnibus farm bill of the kind the Senator from Georgia has proposed. 
I think there is a very important distinction, and I think the Senator 
from Missouri is asking, and J certainly would support him in it, we 
get an omnibus bill covering the administration’s objectives, as the 
Senator from Missouri has suggested. 

Senator Symineton. That is correct, Mr. Chairman. My able col- 
league from Wisconsin has stated it exactly the way I would like to 
see it done, so that we will know what it is the Secretary of Agriculture 
would like us to do to help with this farm problem. 

The Cuarrman. I understood the Secretary to say this morning that 
the commodities that need attention at the moment are wheat and 
tobacco principally. Now insofar as cotton 

Secretary Benson. We mentioned peanuts also, 

The Cuarrman. Yes. Now, insofar as cotton, rice, corn, and other 
grains are concerned, we are going to give the law that we put on the 
statute books a try. 
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Senator Symineton. Mr. Chairman, we may give it a try, but we 
have a problem with this inventory. We have about a $10 billion com- 
ing up a little over a year from now, and over $8 billion right now. 

Now I think that if the inventory is as big a problem as the Secretary 
of Agriculture believes it is, and I am the first to agree with him, I 
think the Secretary ought to send us a bill that covers the whole 
farm program so that we can compare that with the suggestions of 
other people who have been working on this thing so hard. 

Let’s have once and for all an overall omnibus farm bill that the 
Secretary of Agriculture, starting his seventh year, says: 

This is what I think the Congress should pass in order to clarify and make 
constructive the farm program of the United States. 

Secretary Benson. Mr. Chairman, I will do what I can to be helpful 
to the Congress in discharging its legislative responsibility in this 
field. 

The Cuarrman. I want you to submit a bill that will be satisfactory 
to the farmers. That is what ) want. 

Secretary Benson. You do not mean each and every one of them; 
do yous \Langhter.) Lwish that were humanly possible. I would 
like to do that, I would like to see that happy day. Certainly I would 
try to do that. 

The Cuarrman. You represent the farmers here. 1 know the Labor 
Secretary, I think, has passed on that $1.25, $1.50 minimum wage. He 
seems to be taking care of labor. So, I think the suggestion made is 
a good one. If you can draft the legislation in conformity to what you 
suggest in the President’s message, I think that will be satisfactory. 

Secretary Benson. We will try to put this in draft language. 

The CHatrRMAN. Proceed. 

Senator Proxmire. May J a dd one point there, Mr. Chairman 4 

I think it is tremendously important that the Secretary of Agricul- 
ture comes up with this kind of a proposal because he and the President 
have been very critical of the laws that Congress has put on the books. 
[am critical of them, too. Itseems to me he is certainly in the strongest 
and best position to recommend, in view of the technicians he has in 
his Department and so forth, a remedy for this, and it should be a com- 
prehensive, thorough remedy right across the board, 

The Cuarrman. Very well, Mr. Benson, if you will 

Secretary BENSON. I am sure you would not want me to whitewash 
all of the legislation if I thought it was not good for agricu)ture. 

Senator Proxmire. It would certainly seem to me, Mr. Secretary, 
you would come in and propose changes all up and down the line any- 
where you feel the law should be changed and improved. 

Secretary Benson. That is what I have done in the testimony, and 
we will draft language for the alternatives covered. 

Senator Proxmire. Good. 

Secretary Benson. There is one paragraph on wheat still that I 
would like toemphasize, Mr. Chairman, at the top of page 15. 

The CuHatrMan. Proceed. 

Secretary Benson. It is urgent that new legislation be enacted with- 
out undue delay. May 15, 1959, is the date for proclaiming 1960 mar- 
keting quotas under present legislation. Farmers should know by then 
what changes in the law will apply to the 1960 crop. 
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You see, they start arranging for fall planting in the late summer, 
July and August, and they need to know how to make their plans 
before then. 

The Cuarrman. In view of that then, Mr. Secretary, you might 
repare a separate bill as well as putting it in the omnibus bill that 
as been requested. 

Secretary Benson. The wheat item you mean. 


Cc. TOBACCO 


Farmers who grow tobacco have been losing markets at home and 
abroad. As prices of U.S. tobacco increase, foreign buyers change 
their blends and turn to other sources of supply. They may never be 
induced to return to our markets. The present old laws result in price 
supports at continually rising levels. Acreages at home have been 
severely cut to low levels while acreage and production expand abroad. 

Legislation should be enacted to relate the support price to the mar- 
ket average, or, if the parity formula as a basis for price supports is 
continued in use, to provide wide discretion in the level of supports. 

In addition, modifications of the control program may be in order. 
Tobacco growers have widely discussed the desirability of modifying 
the present acreage control system. Their ideas of providing either a 
poundage quota or a poundage acreage control have merit. 

Senator Jorpan. Mr. Chairman. 

The CuarrmaNn. Senator Jordan. 

Senator Jorpan. North Carolina grows more tobacco than any State 
in the Union. 

The tobacco farmers by and large in North Carolina are happy with 
the program as it is right now. Mr. Secretary, I do not believe that 
the Government has lost much money in tobacco; has it? 

Secretary Benson. Senator Jordan, I think that is correct. We are 
headed for difficulty in tobacco. This past fall we had two of our 
marketing men study tobacco marketing problems abroad, to find out 
just what the situation is. They came back with a rather startling 
report on the extent to which we are losing markets abroad. Our 
tobacco is being priced out of the world market. They are reducing 
the use of American tobacco in their blends and as a result it is affecting 
adversely our situation here at home. 

The parity works in an unusual way with tobacco. It has the effect 
of climbing each year so that the price support is higher 1 year fol- 
lowing the year before. And that has contributed also to pricing the 
tobacco out of world markets. 

We think the time has come when we ought to take a good, hard look 
at this situation because all is not well with tobacco today. 

Senator Proxmire. Mr. Chairman, I would just like to support 
what Senator Jordan has said. We grow a considerable amount of 
tobacco in Wisconsin. The only farmers in Wisconsin who are satis- 
fied with the farm program are the tobacco farmers. They like it. 
And as a matter of fact, there was a delegation of Wisconsin tobacco 
farmers in Washington a short time ago, and they specifically urged 
me to do all I could to preserve what we have on the statute books. So 
I am a little unhappy that the Secretary of Agriculture has recom- 
mended a change here. 
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Our dairy farmers, on the other hand, would be delighted with a 
substantial change, and I do not see any recommendation of that 
kind to help them out. 

Secretary Benson. Senator Proxmire, this represents our very best 
judgment of what should be done in the case of tobacco, particularly 
for Flue-cured tobacco. 

Senator Jorpan. Mr. Secretary, I know you are speaking largely 
of Flue-cured and not the burley. 

Secretary Benson. That is correct, sir. 

Senator Jorpan. I know what you say is correct, that we are losing 
some of our markets, because the English are subsidizing tobacco. 
That is quite true. 

Secretary Benson. I did not get that last statement. I am sorry. 

Senator Jorpan. I think the English Government is subsidizing 
tobacco, increasing the acreage in some of their colonies or some of 
their countries in which they have control. Southern Rhodesia I 
think is increasing their production. However, I believe that if you 
check into this tobacco situation pretty carefully you will find part 
of the trouble is the quality of tobacco that we have grown in some 
of the Southern States, principally North Carolina, due to certain 
kinds of diseases that have made tobacco, our tobacco, not acceptable 
in some of these markets. 

I have asked the Department of Agriculture to set up a research 
program to find a tobacco that would be acceptable for this foreign 
market, because some of our tobacco is not acceptable. They do not 
want it. It does not have the aroma and the flavor and a great many 
things that are desirable in some tobacco, like that which is grown 
in Georgia, for example. 

Senator Tautmapcr. That is what you call the pale slick varieties, 
and the Secretary did reduce the support prices on that a year or so 
ago. 

Secretary Benson. That has helped, I think, Senator. 

Senator Jorpan. But it is my understanding there have been other 
varieties similar to that, Mr. Secretary. So I hope you will have 
those boys in the tobacco department keep their eye on it. 

Secretary Benson. Heavy yielding, but of low quality. 

Senator Jorpan. That is right. 

Secretary Benson. That is correct. 

Senator Jorpan. I think most of our farm organizations are at least 
willing to discuss the acreage poundage proposal here because I know, 
and Senator Talmadge knows, very well the production per acre has 
gone up a great deal, and the acreage allotment alone is not the answer 
to it any more because with the high fertilization and fewer acres 
they are planting the best acres they have and produce more crops. I 
think there is some merit to that. 

Secretary Benson. May I ask Mr. Sorkin to comment on the re- 
sults of the study that our technicians made on this? 

Senator Jorpan. Yes, sir. 

Mr. Sorkin. The study of our technicians is, as the Secretary in- 
dicated. But here are the recommendations to the Secretary of Agri- 
culture of proposed changes in the Flue-cured and burley tobacco 
program made by representatives of those auction warehousemen, 
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plus exporters of burley and Flue-cured tobacco. And one of the 
major items is this— 

the change which we believe should be legislated early in the next session of 
Congress to apply to the 1959 crop, which relates to the method of calculating 
parity. The modernized parity formula is producing a result not anticipated 
when the law was enacted. 

This is one of the points that the Secretary is making here. 

The second point that they were very much concerned about was 
the level of disappearance, and that has been going down. It is lower 
now, both domestically and in export, than in 1951, in spite of in- 
creased population and a tremendous increase in consumption of 
cigarettes. This is disturbing the tobacco producers. 

Senator Jorpan. I believe you will find last year your consumption 
of tobacco went up for the first year in 5 or 6 years. 

Mr. Sorxrn. It went up for the first time. 

Senator Jorpan. That is right. 

The CuatrMan. Well, since the cost to the Commodity Credit Cor- 
poration and the Government has been mentioned, I have here before 
me that the entire cost of the program for tobacco for fiscal year 1932 
through 1958 was only $1561, million. 

Senator Jorpan. Practically supporting itself. 

The Cuarrman. Yes. I thought I would put that in. 

Senator Jorpan. We do not think that program ought to be changed 
in any great extent unless it is the poundage-acreage control, rather 
than 

The CuarrmMan. Senator Symington. 

Senator Symrneron. Mr. Chairman, I just wanted to say I am very 
interested in tobacco, too. We do grow some tobacco in my State. As 
a matter of fact, our leading tobacco grower is a very distinguished 
Congressman from Missouri who represents our Sixth District. His 
family brought tobacco into Missouri, as my friend, Secretary Morse, 
knows, and has been working it ever since. That is Congressman 
Hull of the Sixth District of Missouri. 

However, if we are going to get this omnibus bill on all the changes 
and adjustments that the Secretary believes should be made now to 
face up to this farm problem, he would include in that bill what he 
thinks should be done or should not be done on tobacco, too. 

T am correct on that; am I? 

Secretary Benson. Yes, we would be glad to draft something on 
tobacco as well as wheat and peanuts. 

Senator Jorpan. Mr. Chairman, I want to add here that I am not 
saying my tobacco farmers are recommending this poundage-acre 
control. Iam not saying that. Iam saying that there has been some 
discussion of that. 

Secretary Benson. There seems to be an increased interest on the 
part of growers. 

Senator Jorpan. I am not saying I am advocating that, or they 
are unanimous on it, because I do not think they are. There has 
been much controversy both ways. But I think they would be willing 
to look at that. I would want to get the best advice of all the farm 
organizations that handle tobacco before we look at that. 

Secretary Benson. I would assume, too, Mr. Chairman, you would 
want to have some of our tobacco technicians up at the appropriate 
time. 
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The CHatrMan. Yes, sir. 

Senator Jorpan. Yes, we certainly would. But I do want to say I 
think your figures will show there is an increase in consumption of 
tobacco now for the first time, maybe the last 2 years, and it 1s going 
up steadily now. And the stock in the warehouses is decreasing on 
normal market, which is a good sign. And a program that is doing 
all right, not losing money, I do not think you ought to disturb. 

The Cuarrman. Proceed, Mr. Benson. 


D. PEANUTS 


Secretary Benson. The consumption of peanuts is responsive to 
price changes. When price supports go up their use is cut; when 
prices are made more competitive the market expands. 

It is clear that the law should be changed so that farmers growing 
peanuts can compete more effectively for markets. 

If price supports were related to the average of market prices during 
the immediately preceding years, as recommended, acreages could be 
expanded until they were eventually free of control. If the present 
standard is continued in use, provision should be made for wider 
discretion in the level of supports. 

A supplementary approach would be to authorize a marketing 
agreement and order program. This would make it possible for the 
various segments of the industry to cooperate in handling their mar- 
keting problems without financial reliance on Government. 

Both approaches could be provided in the law, leaving it to growers 
to adopt a marketing agreement and order program should they at 
any time consider it desirable. 

Now, I can brief some of this, Mr. Chairman, if you would like 
me to. 

Senator Jorpan. Mr. Chairman, may I ask a question right there? 
Peanuts are one of our basic crops also, at least in North Carolina. 
Georgia is affected with peanuts. 

Senator TatmMapce. Very much so. 

Senator Jorpan. Do you have a record of how many peanuts the 
Government has in storage, or do they have any ? 

Secretary Benson. I would have to check that. Mr. McLain can 
get it for us. 

Senator Jorpan. How much has that cost the Government up to 
date, the peanut program? I believe you have those figures there. 

Secretary Benson. Yes, we have them here. 

Mr. McLarn. Shelled peanuts—the last February 10 report, Sena- 
tor Jordan, on shelled peanuts, the quantity we have in inventory 
is 1,582,000 pounds of farmers stock; No. 2 shelled 11,928,000 pounds. 

Senator Jorpan. I beg your pardon ? 

Mr. McLain. 11,928,000. These are the ones that are in inventory. 
Now in addition to that 

Senator Jorpan. No. 2, is that an oil peanut? Is that what that is? 

Mr. McLarn. I am not expert enough on peanuts to know which 
is which, Senator Jordan, but they are listed in two categories here. 
We have the 11,928,000, and the other one is 1,582,000. Now in addi- 
tion to that we have under loan certain quantities that we will furnish 
for the record—258 million pounds, Mr. Beach says, currently under 
loan. 
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Senator Proxmire. Mr. Chairman, here again I just want to under- 
line 

The Cuarrman. May I state this, since the cost of the program has 
been raised, insofar as peanuts are concerned, the entire cost from 
the inception of the program, 1932 through 1958 is $20814 million. 

Senator Jorpan. In other words, it has done mighty well, hasn’t 
it, compared to most basic crops ? 

Mr. Sorkin. No, sir. 

The Cuatrman. All right. 

Senator Proxmire. Mr. Chairman, I just wanted to emphasize once 
again that the Secretary states in his next to the last paragraph on 
page 15: 

It is clear that the law should be changed so that farmers growing peanuts 
can compete more effectively for markets. 

Now, my dairy farmers would be affected rather directly in that 
kind of competition, as of course would cotton farmers and so forth. 
Here again is an example of the point the chairman made very well 
in general at the beginning of this discussion of the interdependence 
of these farm commodities and of the total interdependence of this 
whole situation. Another reason why I think it is very important that 
we have an omnibus bill is so we can study the interdependence here. 

Mr. Secretary, isn’t it true this would constitute some competition 
for butter? Or what markets did you have in mind ? 

Secretary Benson. Well, for human consumption primarily. As 
peanuts and not as oil. 

Senator Proxmrre. Why wouldn’t it result in competition in oil, 
too? 

Mr. Sorkin. It isnow, Senator Proxmire. 

Senator Proxmire. Exactly. So it would be even more so. 

Mr. Sorkin. We do it even more so currently because when we 
crush the surplus into meal and oil, that oil is available to go into the 
“other spread.” 

Senator Proxmire. The terrible word is “oleomargarine.” 

Mr. McLary. The point is, Senator Proxmire, the record shows 
that when the price is more moderate, people eat more peanuts just 
as peanuts, and they do not replace anything else. They use them 
in candy, and they just eat them as peanuts. If you get the price 
too high, you shrink the size of the little package down so you cannot 
find it. 

Senator Proxmire. You are not telling me as you lower the price 
you do not increase the competition with butter in anyway ? 

Mr. McLarn. I am saying there is a dramatic pickup. 

Senator Proxmire. I can see you open up the peanut market, too, 
but you also would increase the competitive pressure on butter. 

Secretary Benson. Very limited. 

Mr. Sorxrin. The price of peanut butter is higher than margarine. 

Mr. Morse. You see, peanuts are not produced for oil. 

Mr. McLarn. That is just a byproduct. 

Mr. Morse. Only to a limited extent. We get the oil out in a pro- 
gram like this, where there is a carryover or a method of disposing 
of it as oil and meal. It is under the present program that we are 
putting this extra oil in the market. 
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The Cuatrman. I wish to call to the attention of my good friend 
from Wisconsin, I understand the eating of a lot of salted peanuts 
increases the use of beer [laughter] so that 

Senator. Proxmrre. I am all for that. 

The CuarrmMan. Milwaukee claims to be the place where the best 
beer is manufactured—which one is it that made Milwaukee famous? 

Senator Proxmire. Schlitz. 

The CHarrman. Schlitz, that is right. Well, the production of 
peanuts and eating of more salted peanuts will certainly compensate, 
I believe-—— 

Senator Proxmire. I am overwhelmed by the chairman’s logic. 

Senator Jorpan. Mr. Chairman, I do not want to discuss peanuts 
in detail, because I am not as well posted on the peanut business as 
I should be, but you do not want to price peanuts down to where it is 
not profitable to grow them. And there are certain lands in Georgia 
and North Carolina that are adaptable to peanuts and not adaptable 
to other crops. And we do not want to make it unprofitable because 
they will have to shift into something else to try to make a living, and 
that will throw someone else out of balance. 

The Cuatrman. Proceed, Mr. Benson. 

Secretary Benson. Do you want me to brief some of this in the in- 
terest of time? 

In the case of Public Law 480, that is our broad authority for the 
disposal of surpluses, that provides for sale for foreign currencies, for 
barter, and also for gifts. We recommend that Public Law 480 be 
extended for 1 year, and provision has been made for it in the budget 
for $114 billion. That would be at the same level as currently operat- 
ing, as I remember. One and a half billion for title I and 300 million 
for title II. 

The Public Law 480 program has been effective. We list at the to 
of page 17 the quantity of commodities that have moved under title I, 
and they are rather sizable as you can see. 

While the present 480 runs to the end of this year, you will remember 
last year we did not get the legislation in time to avoid a lapse, and we 
were for a period of weeks without a program. We think if it is 
passed, extended this year, that will avoid any such danger and we will 
be available to move right on at high level with this program. 

The Cuarrman. How soon would you want that enacted, Mr. 
Benson ? 

Secretary Benson. Well, I think if it is enacted in this session, Mr. 
Chairman, it will take care of it very nicely. It does not run out until 
the end of the calendar year. 

The Cuairman. Suppose you send us a separate bill for that? 

Secretary Benson. We will do that. We will send a draft of that 
separately. 

Senator Jorpan. Mr. Chairman, may I ask a question ? 

The CuatrMan. Senator Jordan. 

Senator Jorpan. I notice that you had 3 million bales of cotton. 

Secretary Benson. Three what ? 

Senator Jorpan. Three million bales of cotton. 

Secretary Benson. Yes; 3 million bales of cotton moved under this 
program, 

Senator Jorpan. Well, now, how many years is that? 
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Secretary Benson. Weare in our fourth year now. 

Senator Jorpan. That is in 4 years. Does the Agriculture Depart- 
ment recover anything for that cotton, or is that a complete gift? 

Secretary Benson. Well, we sell it for foreign currency. Most of 
it goes for foreign currency, and the foreign currency has some value 
of course. It is turned over to the Treasury. Much of it is used for 
loans back to these countries for economic development. Some of it 
is used for the development and expansion of markets for American- 
grown farm products. Some of it is used to pay our expenses abroad 
of our military installations, our embassies, and so on. 

Senator Proxmrre. Is the expectation, Mr. Secretary, that the dis- 
tribution among the various commodities would be about the same 
next year as it has been over the past 4 years ? 

Secretary Benson. It is very difficult tosay, Senator Proxmire. In 
the first place, we have to be guided somewhat by what the countries 
need and want. There is a lot of negotiating that goes on in each 
of these programs. 

Senator Jorpan. I do not have any objection to any of this pro- 
gram except the cotton. 

Secretary Benson. You think it ought to be more than three mil- 
lion bales ? 

Senator Jorpan. I will tell you why. These other things, tobacco, 
they burn that up they do not ship that back here. Your rice they eat. 
And the other commodities, wheat and so forth. But cotton exported 
under this plan is creating a serious problem to the cotton manufac- 
turers of this country because they get this, anyway you want to fig- 
ure it, it may be free to them, and they bring it back in here in cloth 
or yarn made on 20-cent-an-hour labor, and it is wrecking the economy 
of the textile industry of the United States. It is bad enough if you 
did not have the cheap cotton. It adds to the problem greatly. 

Secretary Benson. Would you suggest we not move cotton under 
480, Senator Jordan ? 

Senator Jorpan. Well I am not sure what I would suggest. 

Secretary Benson. We try to follow the law. 

Senator Jorpan. I am of the opinion if you subsidize the cotton, 
the American mills, they could move it out into foreign markets in 
finished goods, which would give your people employment instead of 
employing other mills in foreign countries to bring it back in here as 
a detriment to the American worker who makes his living in the mills 
and so forth. 

Secretary Benson. I realize these support levels on cotton above 
competitive world prices have tended to make it difficult for the do- 
mestic mill, as supports become more realistic, based on the legisla- 
tion passed last year, it will tend to improve that situation somewhat. 
But what we have done, of course, is try to watch the movement of 
cotton under 480, move it into areas where it would not come in com- 
petition with our mills here in this country. And we will continue to 
watch it. But we have felt that we ought to include cotton under 480. 
We have had quite a lot of it on hand. Of course our stocks are down 
somewhat now as you know. 

In addition to 480, we mention the President’s reference to the use 
of food for peace. The President’s letter is attached here, in which 
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he has directed that the Secretary of Agriculture—it is the first item 
in the items appended to the statement 

Senator Jorpan. Mr. Secretary, inight I add one more question— 
I hate to keep interrupting but this just occurred to me. 

Why would not it be better if a lot of this were included in for- 
eign aid, rather than through the Agriculture Department? I think 
it is confusing the public. I think this is foreign aid to some extent, 
and yet it is not shown as foreign aid. It makes your Department 
show up badly, and the public is not getting a true picture of what 
our foreign aid program is. 

The Cuarrman. This is really a supplement to foreign aid. 

Senator Jorpan. Really a supplement to foreign aid. But it is not 
shown as foreign aid whatsoever. 

The CxHatrman. The proceeds which are soft currencies are imme- 
diately loaned back to the country that buys the commodity. They 
use that in order to build roads and to build factories and practically 
anything that the traffic will bear. 

Secretary Benson. I admit there are some gray areas in dealing 
with some of these items. We probably would not have a 480 pro- 
gram, had it not been for our surplus situation. But the fact remains 
that some of the currencies generated are loaned back to the countries 
as part of our foreign aid program. 

Senator Proxmire. Isn’t it equally true we would not have this 
program if it were not for the whole concept of foreign aid and assist- 
ing our allies and friends and so forth in this way? Isn’t it equally 
plausible to charge this to the State Department or Foreign Aid, par- 
ticularly in view of the end purpose, the end result ? 

Secretary Benson. I think the legislative history of this will show 
the emphasis was in getting legislation to move surpluses and not for 
foreign aid. 

Senator Proxmire. Is this a congressional decision, that this should 
be charged in the budget to the Department of Agriculture? Has the 
administration ever made a recommendation on this? 

I recall last year there was pretty much a unanimous feeling that 
this should not be charged to the Department of Agriculture. 

Secretary Benson. We held a number of conferences with reference 
to this matter, and some modifications were made. We also con- 
sidered it with the Subcommittee on Agricultural Appropriations, the 
Appropriations Committee. Several changes were made there. We 
‘annot move a commodity under 480 unless it is declared to be in 
surplus. That restriction is in the law. 

Senator Jorpan. I can readily understand, Mr. Secretary, in the 
case of cotton where it would be perfectly all right, with our enormous 
surplus, to give, for instance, Japan—that is one of our chief bene- 
ficiaries under this program—suflicient cotton to clothe themselves, 
but not enough above that to turn around and ship it right back in 
here in finished cloth. And you have the same thing in Hong Kong, 
I presume some of it is going to Hong Kong. I know it is going to 
Pakistan and some of these other countries over there. India is 
getting a lot of it. 

Mr. McLatn. The point is, Senator Jordan, you have to remember 
Japan wants their people employed as well as we want ours employed, 





116 PRESIDENT’S FARM MESSAGE, 1959 


and if we do not sell them the cotton at world prices they will go some- 
where else to buy the cotton and we will still be suffering. 

Senator Jorpan. Yes, but you overlook one thing, I think. You 
take money, and turn around and put it back in their textile machin- 
ery, to turn around and cut our own throats with it. 

Mr. McLatn. Now the countries that you are complaining about— 
Japan, for instance—I do not believe any cotton has gone to Japan 
under Public Law 480. There are two problems here. One—I want 
to be sure you understand it because you are trying to get the answer 
here and I do not believe you have gotten it yet—the real problem is 
that we have a two-price system, and we are moving cotton into Japan 
at 614 cents less than our domestic price for cash. Now, this cotton 
is made into textiles by the Japanese people and then comes right back 
into this country, within bounds, of course. We have some bounds. 

Senator Jorpan. Mighty few. 

Mr. McLain. That is right. Now there is one other point [ want 
to make to you to be sure you understand it. The textiles that are 
exported from this country, that are made in our mills, are also sub- 
sidized under our export program. We have an equalization payment 
we make on those items. 

Senator Jornan. (know that is correct, 

Secretary Benson. And there has been no 480 program for Japan 
for 2 years, Senator Jordan. 

Senator JorpaAn. Where does most of it go? 1 would like to know 
that, please. 

Mr. McLarn. Can you answer that, where the cotton went under 
480? 

Secretary Benson. I guess the biggest single taker, overall under 
480, has been India. 

The Cuarrman. India, Pakistan. 

Mr. Rosrerr P. Bracn, Commodity Stabilization Service. Of the 
3,383,000 bales that went out under Public Law 480, 210,000 went to 
Burma, 162,000 to France, 247,000 to India, 208,000 to Indonesia, 
536,000 to Italy, 319,000 to Japan, 174,000 to Pakistan, 356,000 to 
Poland, 341,000 to Spain, and 431,000 to Yugoslavia. Those are the 
larger ones. 

Secretary Benson. In the case of wheat, I guess the biggest taker 
was India, wasn’t it? Yes. 

Mr. McLatn. The real problem in this area is our two-price plan 
rather than 480. That is what I want to be sure you understand. 

Senator Jorpan. I understand that. But I am glad to get the in- 
formation as to where this cotton went. 

Secretary Benson. Isthat all, Senator? 

Senator Jorpan. Yes; thank you. 

Secretary Benson. The next two items are merely informational, 
the food for peace and the domestic food distribution program. 

And on page 20, VII, we recommend an extension of the conserva- 
tion reserve, which is now authorized to run through 1960. We think 
this program is working very well. We could provide details for the 
record. I mentioned some details this morning. We will have at the 
end of the 1959 signup, 23 million acres of cropland in the conserva- 
tion reserve, and we are getting quite a lot of wheatland out, and other 
cropland; 423 Great Plains counties have placed 414 million acres 
of cropland. That is where we have our trouble with erosion, wind 
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erosion, blowing, and so on. Land that was in grass prior to the war. 
So we think that it is taking hold in a very satisfactory way. 

The CHarrman. Mr. Benson, in this connection what are the re- 
quirements with respect to land being in cultivation? Is it prior 
to the act being put on the statute books? If you recall we put this 
act on the books 8 or 4 years ago, and it was applied to land then in 
cultivation ? 

Secretary Benson. In crops prior to December 31, 1956. 

The CHarrman. Now does the same apply ¢ 

Secretary Benson. Yes. 

The Cuamman. Not new land? 

Mr. McLarn. That is right. 

The CuHarrman, And your renewal will, of course, affect only those 
lands that were in cultivation ? 

Secretary Benson. Prior to December 31, 1956. 

The Cuamman. Prior to the passage of the original act? 

Secretary Benson. December 31, 1956. 

The CuarrMan. Very well. 

Then we have an item on research, at the bottom of page 2\, mn 
which we point out that we have what we consider a well balanced 
and continuing program for agriculture research, with emphasis on 
research in the field of utilization, new uses for farm products, in- 
dustrial uses of farm products, and marketing research, 

Senator Jorpan. Mr. Chairman, I want to put in a plug right there 
again for research on tobacco quality. That is one of the things 
that is hurting tobacco, our export program right now, the inferior 
tobacco that has been grown because of these new varieties that pro- 
duce big poundages but it is not even satisfactory for the domestic 
market, as well as the foreign markets. And you know, as I do, 
that tobacco pays more Federal income, by far, than any farm com- 
modity in the United States. 

Secretary Benson. Of course the big stimulus to the production 
of the pale stub tobacco has been a temporary result of the support 
price program. We have tried to weed some of that out. 

Senator Talmadge referred to some of these light varieties. We 
have reduced the support level on them in order to discourage that. 

Senator Jorpan. A big part of the trouble in the vast area of eastern 
North Carolina, where the major part of tobacco is grown, has been 
the fact that disease has taken over the land, where the old types 
that were very desirable were grown. Black shank is one of the 
diseases. When it hits, it is all of a sudden, and a whole crop will 
wilt and die. New varieties have been brought out that will stand 
up, but the quality is not good. That is the reason I want some more 
money set up for research and development. 

Secretary Benson. I think our technicians are alert to that prob- 
lem; but we will check them, Senator Jordan. 

The Cuarrman. Mr. Secretary, when you mention research you 
also have reference to the use of Public Law 480 funds for foreign 
research ? 

Secretary Benson. Yes; we do. I am glad you mentioned that, 
because we are trying to enter into contracts with qualified agencies 
abroad to use part of these foreign currencies to do research work. 
Particularly in the area of developing new uses, new crops, and ex- 
pansion of markets. 
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The CHatrman. Well, are you relegating those efforts to countries 
that already have research programs going on? You are not trying 
to establish new ones ¢ 


STATEMENT OF HON. ERVIN L. PETERSON, ASSISTANT SECRETARY 
OF AGRICULTURE 





Mr. Pererson. Mr. Chairman, we are using research facilities that 
are established and available in the countries where we are making 
contracts and grants. 

The CuarrMan. I am hopeful you can keep it that way and not start 
research programs in countries that do not have them. 

Mr. Pererson. We have set up our policies within that framework, 
Mr. Chairman. We are not setting up new research organizations or 
programs in foreign countries. 

The Cuarman. Now, the research that you have referred to here 
on the domestic scene, is that the same kind of research that is contem- 
plated by the so-called Curtis bill? Do you remember the study we 
made some time ago? 

Secretary Benson. Yes. 

Mr. Pererson. The research which we will be doing using 480 funds 
in foreign institutions on contracts and grants is largely basic re- 
search into the chemical components of our own agricultural com- 
modities. It is research into ways those commodities may be modified 
to fit foreign marketing needs and is largely pointed at market devel- 
opment of our own domestic commodities. 

The CuHarrman. You have directed it primarily at foreign markets, 
and acquiring information which we can bring over here ? 

Mr. Prrerson. The new research knowledge acquired from the for- 
eign program can and will be available for the use of our scientists in 
advancing research projects in this country with our own personnel and 
facilities, Mr. Chairman. 

Secretary Benson. Mr. Chairman, we feel we have a well-rounded 
program now. The Congress has seen fit to give us about 100 percent 
increase in funds in the last 6 years for research. We are opposed to 
legislation which would establish an independent Federal agency to 
carry on research. We think the way to carry it on is through the 
land-grant colleges in cooperation with the Department of Agricul- 
ture as it is presently carried on. 

The Cuarrman. Well, how much have you asked for that purpose 
this year in contrast to last year—do you know? 

Mr. Pererson. There is no increase being requested this year, Mr. 
Chairman. 

The Cuatrman. Do you think you have enough? That has been 
the trouble here. Some Senators desire to get on a program that would 
accelerate a lot. 

Secretary Benson. I appreciate that, Mr. Chairman. 

The Cuarrman. That is what promoted the request for a separate 
bill. 

Secretary Benson. Our experience last year, I believe, was that 
the Congress, through the appropriation route, did not give us the 
funds that we did request. This year, in the light of the overall 
budget situation, we were unable to increase that request, although 
the aggregate of 480 funds is now at a level of about $10 million, some- 
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thing less than $3 million has been actually committed at the present 
time. 

Senator Jorpan. Mr. Chairman, that is the point—I keep butting 
in, but you are getting into tobacco now on that very same thing. 
Your land-grant college, that is an institution like North Carolina 
State College in Raleigh. They have a very fine agricultural school 
there and they have done a lot of work on it. But they do not have 
the money to do the research on tobacco quality, creating new va- 
rieties that would give them what they want. That is why I ask 
for additional money. I want you to take that into consideration 
and help provide that program. 

Mr. Pererson. Senator Jordan, the research program in agricul- 
ture is spread so thin over such a wide variety of all kinds of prob- 
lems, from production through protection to marketing, through 
utilization, that there is probably no single aspect of it that could 
not use substantially increased funds. 

Senator Jorpan. I realize that. 

Mr. Pererson. That is true both of the programs of the land- 
grant college and of the Department of Agriculture. We have gone 
as far as we could with the current budget to provide for research 
funds. But when you look at the volume of funds that go out to 
take care of the price support programs, where these tremendous 
problems are and which, the Secretary has been discussing here dur- 
ing most of the day, the residue of funds left for research is some- 
ig less than the magnitude that, in my judgment, it ought to 
e. 

Senator Jorpan. Mr. Secretary, I think you ought to ask for more 
money. Now, I am taking up too much time here 

The Cuarrman. No, you are not. 

Senator Jorpan. But here is what we have done. We have done 
a grand job on eradication of pests and insects and so forth that have 
been bad on crops. Now we have our production way up. But we 
are raising a lot of stuff we do not want. We have our production 
per acre way up, as you well know, through fertilization and a great 
many things that we have done. That has been fine. But now we 
have to sell what we are making. We have to find a place to use and 
produce the things the consumers want to buy, particularly in 
tobacco. 

Mr. Peterson. Of course, Senator Jordan, research cannot do all 
of that. We have to price it so we can sell it, too. 

Senator Jorpan. Yes, but if you see some of that tobacco, just like 
a piece of this paper here, no taste, no aroma, no looks, no anything 
else. There is no use raising that kind of tobacco when you can 
find a good tobacco they will buy. 

Mr. Pererson. We pay people for raising it, sir, through the sup- 
port mechanism, and they are going to raise it if it is more profitable 
to them to do that, than to raise the kind the market really wants. 

The Cuarrman. Mr. Secretary, the committee agreed earlier this 
afternoon to stop at 5 o’clock. It is now 5, and I believe this is a good 
place for us to “call it quits for the day.” The committee will stand 
in recess until tomorrow at 10 o’clock. 

(Thereupon, at 5 p.m. the committee recessed to reconvene Tues- 
day, February 17, 1959, at 10 a.m.) 
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TUESDAY, FEBRUARY 17, 1959 


U.S. Senate, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 


The committee met, pursuant to recess, at 10:10 a.m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present: Senators Ellender (presiding), Eastland, Humphrey, 
Symington, Talmadge, Proxmire, Jordan, Young of Ohio, Hart, 
Aiken, Young of North Dakota, Mundt, Williams, and Schoeppel. 

Also present: Representative Charles H. Brown of Missouri. 

The CuarrMan. The committee will please come to order. 

Mr. Secretary, when we recessed yesterday afternoon we were, I 
think, at the beginning of page 23 of your statement. 

Secretary Benson. That is correct, I think, Mr. Chairman. 

The CHarrman. Will you proceed, sir. 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE—Resumed 


Secretary Benson. Item IX: Rural Electricfication Administra- 
tion. 

The Rural Electrification Administration has made a major contri- 
bution to the development of rural America. Over 95 percent of our 
farms now have central station electric service compared with 11 
percent in 1935. A tremendous and highly commendable job is being 
done by REA in achieving the objective for which this program was 
enacted. 

There are, however, significant trends in connection with the growth 
and development of the REA system which we should all recognize. 
With the suburban and industrial development that has occurred in 
this country, there is an increasing nonfarm use of power furnished 
by the REA system. About one-half of the total REA power sales 
are now to industrial and nonfarm residential consumers. Moreover, 
about three out of every four new customers being added are nonfarm 
users. 

This growth in nonfarm sales and the increasing financial strength 
of the REA co-ops are factors which prompted the Administration’s 
recommendation that the interest rate paid by REA on money bor- 
rowed from the Federal Treasury be adjusted to cover the current 
cost to the Treasury of equivalent term borrowing. In making this 
proposal REA has not been singled out for such an adjustment. It 
is my understanding that proposed bills will be submitted in the near 
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future to effect adjustment in interest rates on Government-financed 
credit programs where rates are not now consistent with the cost of 
money to the Government. 

Senator Arken. Mr. Chairman, may I ask a question ? 

Is it my understanding the C ommittee on Agriculture and Forestry 
is going to be bypassed on this recommendation ? 

Secretary Benson. Not to my knowledge, Senator. 

Senator Arxen. Is that the reason for putting in the colleges as 
well as the REA in a bill to insure that the proposed legislation in- 
creasing the interest rate goes to some other committee ? 

Secretary Benson. I have never heard that mentioned, Senator 
Aiken. 

Senator Arken. I have. 

Secretary Benson. I do not know 

Senator Arken. I know it won’t be your plan. 

Secretary Benson. There are at least two groups, and maybe more, 
the REA and college housing, and there may be other items that the 
Bureau of the Budget i is considering with other agencies. We have 
had discussions only on the REA. 

Senator ArkeNn. There is another thing that bothers me a little bit 
about this, and that is the rural development program, which Mr. 
Morse has taken so much interest in, and I think has some excellent 
work underway. One of the purposes of the rural development pro- 
gram as I understand it, is to furnish more off-farm work for people 
who live on small, uneconomic farms. Now one way to furnish that 
work is to get industries to move out into the rural areas. 

Secretary Benson. Right. 

Senator Arxen. Now if you are going to penalize them for moving 
out there by increasing the cost of their power, isn’t this proposal in 
direct conflict with the rural development program ¢ 

Secretary BENSON. On that first point, Senator Aiken—if I may com- 
ment, Mr. Chai *, Roberts just tells me that the proposal of 
the Budget vais Ww ould be to send up separate bills on these various 
agencies, REA, college housing, and what others there may be. 

Senator AIKEN. Separate bills? 

Secretary Benson. Separate so they will go to the appropriate 
committee. I think that is better, personally. 

Senator A1kEeNn. I will admit what I just referred to was rumor 

eis 36 wecaamae Yes. 

Senator Arken. But it was rumor from a source that could not be 
exactly ignored. 

The Cuarrman. Mr. Benson, w hen you speak of increasing the go- 
ing rate, are you speaking of expansions also, where the cooperatives 
have ney ‘been in existence, say, for many years? 

Secretary Benson. It will be entirely on new loans, as I understand 
it, Mr. Chairman. It will not affect the existing loans for which com- 
mitments have already been made. 

The Cuarrman. Now is your suggestion to apply only to extensions 
in urban developments ? 

Secretary Benson. No; I think it would apply to all new loans, as | 
understand. 

The Cuatrman. All new loans? 

Secretary Benson. It would be difficult to separate them because 

many of the co-ops are serving both farmers and nonfarmers. 
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The Cuairman. Well, of course under the law, as it now stands, a 
cooperative cannot extend toa community in excess of 1,500 inhabitants 
as | remember the law. 

Secretary Benson. If there was that limitation it is no longer op- 
erating. I would have to check to be 100 percent sure. 

The Cuatrman. It is that limitation. 

Mr. Roserr L. Farrrneron (General Counsel of the Department of 
Agriculture). Senator Ellender, that is the initial determination. 
After a loan has been made in an area where the loan can be made, as 
the area grows 

The Cuatrman. I understand, but initially it cannot be over 1,500. 
If it is in excess of that the area cannot qualify. 

Secretary Benson. What has happened, Mr. Chairman, has been 
in the urbanization that is going on, the moving of city people out into 
the country. Many towns started out with 1,500 and are now 15,000. 

The Cuarrman. As I have stated on several occasions, and I do not 
believe there would be too much opposition to it, if the REA serves an 
area that the Administrator knows in advance is going to expand, and 
that the main purpose of that is to serve that area, that is the growing 
city, and this situation is found in many States of the Union, particu- 
larly in Florida, I would be inclined to agree with you that something 
ought to be done in that regard. I do not t think we ought to make any 
changes when it comes to “serving the farmers, the few farmers you 
have left. 

Senator Arken. Should we not apply the same principle to flood 
control and drainage, and the building of levees, which are built to 
protect farmland, and then that farmland almost immediately becomes 
either a great industrial development or a residential development ? 
I am sure there are instances of that in this country, where money was 
spent ostensibly for the protection of farmland, but actually to make 
residential and industrial developments possible, and it is being 
charged up to protection of farmland, of course. 

I was glad to see, Mr. Secretary, the other day you pointed out in 
one of your reports there is about $3 billion charged to agricultural ap- 
propriations which could properly be charged to general public 
benefits. 

Secretary Benson. Right. 

Senator Arxen. I was tickled to death to see that, because we cannot 
stress that too much. That is why I say that the electric lines that run 
out to serve thinly populated farmlands which later become develop- 
ments are in the same category as dikes and levees which are built to 
protect farmland but actually are built to make great residential and 
industrial developments possible, and have it all charged up to farm 
costs. 

The CuarrMan. Well, may I say to my good friend from Vermont 
that as to developments that have taken place after REA was there, I 
can well understand that REA should continue, but I am sure the Sec- 
retary, or the Administrator of REA, could point to a lot of cases 
where REA was brought in, not to serve farms, but more to serve 
municipalities. 

Senator Arken. I do not think they are permitted to do that. 

The Cuarrman. They have done it. 

Senator Arken. If the municipality is over 1,500 population, thev 
could not do it legally. 
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The CuatrMAn. Well, it has been done, I assure you. We have the 
evidence to show it, and we will take that up at the proper time. 

Secretary Benson. One-half of the total power sales now, Mr, 
Chairman, by REA’s system is for nonfarm use. 

The CHarrMan. Yes. 

Secretary Benson. And three-fourths of the new users are non- 
farmers. That is the new users that are added. Of course, most of 
the farmers are already served, almost 96 percent of them. 

Senator Arken. Hasn’t that fact been a boon, we will say, to a mil- 
lion small farmers who have found themselves unable to make even 
an existence living on their little farms? Hasn’t it made it possible 
for them to get work in these rural areas where small industries have 
moved in, and industries which could not have moved in if the power- 
lines had not been there? 

Secretary Benson. I think that has helped, Senator Aiken, and it 
has also, I think, had the effect of getting the electric rates down some- 
what, this increased volume that has moved through the various sys- 
tems, the various co-ops, all of which has been good. And, of course, 
we feel that REA has, of course, greatly changed in the people it serves. 
It has become of age, more or less mature. It is in much the same 
position that the Farm Credit Administration was a few years ago, 
and we think probably the time has arrived when it ought to be carry- 
ing a larger part of the costs. These co-ops are in a pretty strong 
position, generally speaking, so we think it is time to move ahead. 
And I think it is reasonable. 

Senator Arken. Now do you anticipate any pressure on the REA 
co-ops who need additional money to go into the open market to get 
that money ? 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE—Resumed 


Mr. Morse. I can speak to that. Under the present system the 
Government holds the first mortgage on the REA’s except for about 
half a dozen who have paid their loans in full. So if they went into 
the open market for money, they would have to offer a second or junior 
lien. One of the provisions in the proposed legislation is that we be 

ermitted to subordinate our position. Thus if the local bank or the 
ocal finance people will take care of what loan funds are needed, and 
often the amount needed comes within the scope of the amount that 
can be borrowed through local banks or loan agents, we will take a sec- 
ondary position and the new lender can be given a first mortgage. 
That would be very helpful. 

Senator Arxen. I am glad to hear you say that because otherwise, 
if they were required to go into the open market, and, say, pay 6 per- 
cent for money as the utilities do, rather than 2 percent, they would 
have to borrow enough to pay off the entire 2-percent loan. 

Secretary Benson. Right. 

Senator A1rken. But what you think may be proposed is to subordi- 
nate the Government’s claim. 

Mr. Morsg. That is one part of the proposed legislation. 

Senator ArkEN. Now would that have the effect of giving the local 
banks a first mortgage on the REA lines? 
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Mr. Morse. Yes; it could operate that way. They would be in an 
extremely strong loan position. The local finance people could work 
with their local co-ops in handling their additional money needs 
which may often be $500,000, $1 million or such amounts. With the 
use of correspondent banks the local banks could often take care of 
the loans needed. 

The CuHarrman. Thus funds would be used primarily to extend in 
areas where the growth has been urban ? 

Secretary Benson. That is right; heavying up lines and to pro- 
vide additional generating equi ment. And it has been our feeling, 
and it has been our receanidibians, that this be permissive legis- 
lation, Senator Aiken, and not force every co-op into it. 

Senator ArKeNn. I am sure that they can borrow that now, but as I 
tried to point out, if they go toa bank now and borrow money for 
any purpose whatsoever, they have to borrow enough to pay off the 

Federal Government their 2- -percent loan. 

Secretary Benson. That is right. 

Mr. Morse. Mr. Chairman, there is one other point in connection 
with this discussion that should be brought out. Our studies, I think, 

give rather conclusive indications that any increase due to any in- 
crease in interest rate will not increase power rates. The existing 
loans will continue at 2 percent. 

New loans usually increase the amount of business of the 
REA’s and the rates might even decline. Certainly they would not 
go up in many instances. In these ¢ expansions, the REA’s are serving 
oil wells, resort developments such as you spoke of in Florida, and 
all kinds of suburban and rural developments. 

Senator Arken. That is good. 

Mr. Morse. That is good; it is excellent that rural developments 
are being served. 

The Cuatrman. I had a case in point here where every day you 
heard on the radio, blaring out about Indian Land Estates, where they 
were selling lots at a tremendously high price and promising elec- 
tricity. T here were few, if any, farmers in that are: i, and yet a few of 
the residents in this Indian Land Estate became subscribers and some- 
how they got a loan to start building a line to the Indian Land Estates. 
Now the Indian Land Estates, I understand, within the next few years 
will be a maze of about 15,000 or 20,000 people. Well now, to use 
2-percent money to furnish those people that amount, knowing that 
it was for development of that, I think is against the law. I do not 
think it was within the purview of the law that we enacted. 

Mr. Morse. Often the REA is the utility serving the area; and, if 
this falls within the area being served by the utility, and the REA is 
the source of electricity, it presents a pr oblem. 

Senator Symrneton. Mr. Chairman, may I ask a question here ? 

The Cuatrman. Yes, Senator Symington. 

Senator Symineron. Is the rate 2 percent now, Mr. Secretary ? 

Secretary Benson. Yes; fixed by statute. 

Senator Symrneton. And what is the price of money in the open 
market ? 

Secretary Benson. Can you answer that? 

Mr. Kennetu L. Scorr (Director of Agricultural Credit Services, 
Department of Agriculture). At the present time, Senator, it would 
be upward of 4 percent. 

38296599 
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Senator Symrneron. Four percent. So the Department of Agri- 
culture recommendation is to raise the rate from 2 to 4 percent; is that 
right ? 

Mr. Scorr. Cost of money to the Treasury. 

Secretary Benson. Cost of money to the Treasury. And before 
1944, I think it was, Senator Symington, the rate was based on the cost 
of money to the Treasury. 

Senator Symrneron. I am only asking for information about this. 
I think this is a matter that has to be explored. 

If you raised it from 2 to 4 percent at this time, then it would not be 
costing the Government any money to finance REA; is that correct? 

Secretary Benson. Except for administration. This is not in 
tended to cover administration. 

Senator Symrneron. Yes, sir. What percent do you think that 
would mean ? 

Secretary Benson. Well, it would not be large over the entire 
volume. Probably a quarter of 1 percent. 

Senator Symineton. A quarter. 

Mr. Morse. That isan estimate. We need to check on that, sir. 

Senator Syminoton. Yes. Now is there any idea that the Govern- 
ment would not be involved in this? There has been some talk of 

putting REA on the open market, or making the REA go to private 
badking facilities to get loans. What is the thought of the Depart- 
ment on that? 

Secretary Benson. There has been no suggestion that they be re- 

uired to go, but we have suggested permissive legislation, where the 
Gatuunadal would take a second position on existing loans, and per- 
mit them to go to the open market and get what funds they need for 
expansion. 

Senator Symineton. Now, a study was made, as I remember it, of 
25 REA’s, and they said at 4 percent 17 would be able to go ahead and 
8 would be in trouble. Do you know of that study ? 

Secretary Benson. I do not personally, Senator Symington. We 
do not know of it. 

Mr. Morse. Senator, you would have many situations like this: Say 
we have $15 million outstanding at 2 percent. That would be un- 
disturbed, but they need another $114 or $2 million. So that if this 
change in the law was made, they would borrow this additional mil- 
lion, million and a half at the going rate which might be the 4 percent 
referred to. The REA would then have $15 million borrowed at 2 
percent and the additional $1 or $2 million at 4 percent if that 
was the new interest rate on Government borrowings. 

So you see, considering the whole picture of such REA’s and the 
equity which these cooperatives have, it is very equitable. The REA 
used in this example might have say, a $4 million equity already estab- 
lished. The additional interest load would not be a major factor in 
their total financial structure. 

Senator Symineton. So you think in most cases it would not result 
in an increase in the rate ? 

Mr. Morse. Our studies would indicate that with the additional 
volume increased rates would not result. You know as a former 
businessman what volume does. REA rates to consumers including 
farm families might even level down further. I mean, the electric 
rates might go down further. There might be some exceptions. 
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Secretary Benson. The trend has been downward, Senator Syming- 
ton, on the rates charged, and I think the studies made by Mr. Hamil, 
the Administrator, show he would not anticipate it would be neces- 
sary to raise the rates because of the increased volume, as Mr. Morse 
has indicated. 

Senator Symineron. Thank you. 

Mr. Secretary, I was impressed with what Senator Aiken said about 
industry. As you know, all of us have wanted to have nonfarm jobs. 
Per capita nonfarm income of farmers was 251 in 1952, and it has 
grown to 309 in 1957. It dropped a little bit to 307 in 1958. 

Many people, such as Mr. Ralph Cordiner of General Electric, 
think we should get industry into the small towns so the farmers can 
have, in effect, two jobs. You said: 

About one-half of the total REA power sales are now to industrial and non- 
farm residential consumers. 

But I know one of the reasons REA grew so fast was the unwill- 
ingness of some of the power companies in some of the States to put 
power where farm communities wanted it. You know that, too. 
And, therefore, if you are not a little lenient in the REA development 
picture in the industrial field you might be thwarting the very con- 
cept that you had about increased industry in farm communities. 

Is that a fair statement ? 

Secretary Benson. Yes; I would think so, Senator Symington. I 
have a very vivid recollection of when the telephone and powerlines 
first came to our farms up in Idaho. I remember going into the 
mountains, getting the poles and digging the holes and helping them 
string the wire. And of course we do not want to do anything that 
will tend to keep power from any farm home, or any other home, 
and we do not want to impose any barriers that would prevent this 
moving of small industries into rural areas; which I think is having a 
stabilizing effect on our farm economy as well as on industry itself. 

Senator Symineton. Thank you, Mr. Chairman. 

The Cuarrman. Proceed. 

Senator East.anp. Could I ask a question now ? 

The Cuarrman. Senator Eastland. 

Senator Easrianp. If the interest rates were increased, what effect 
would that have on REA rates? 

Mr. Morse. Power rates ? 

Senator Eastianp. Yes. 

Mr. Morse. We think it probably would not have any effect except 
that with the increased volume which is tending to come to all REA’s, 
they might continue to level down the rates. 

Secretary Benson. At the top of page 24. 


X. STATE PARTICIPATION IN PROGRAMS TO RELIEVE THE EFFECTS OF 
DROUGHT OR OTHER NATURAL DISASTER SHOULD BE REQUIRED 


In past years virtually the full cost of the drought relief and other 
natural disaster programs have been carried by the Federal Govern- 
ment. If the States were to participate financially funds would be 
distributed more equitably, more economically, and more efficiently. 
This participation should equal 50 percent of the cost. 

Increased rainfall in the Great Plains and other areas has made 
possible the temporary termination of the drought relief program. 
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Changes could now be made with a minimum of difficulty to existing 
programs. 

May I say, Mr. Chairman, this committee reported out a bill a year 
ago, and it was passed by the Senate, which would achieve this very 
thing. Of course that is dead now, it will require new legislative effort. 

Senator Youne of North Dakota. It was not 50 percent ? 

Mr. McLatrn. No; I think it was not less than 25 when it was 
finally passed. 

The Cuarrman. Twenty-five, yes; that is my recollection. 

Secretary Benson. I think the original recommendation was the 
same as this, Senator. 


XI. EXTENSION OF THE SUGAR ACT 


The Sugar Act should be extended in this session of Congress. It 
will permit advance planning by growers and the industry. 

The chairman and members of this committee have been aware of 
this for some time. Under the leadership of Chairman Ellender a bill 
has been introduced on behalf of a large number of Senators that 
would extend the act. 

Its continuation is vital to our domestic sugarcane and sugar beet 
producers as well as foreign suppliers. It has also been fair to con- 
sumers and has been helpful in protecting supplies and stabilizing 
prices in the domestic market in times of emergency. 

We have had one objection raised to pushing that right now, and 
that is the situation in Cuba. And I am sure you are apprised of 
that, Mr. Chairman. But we do feel it would be helpful to the do- 
mestic growers if the act could be extended. 

Senator Youne of North Dakota. Don’t we pay the Cubans nearly 
twice as much for the sugar we buy from them as they get from other 
countries ? 

Secretary Benson. It is currently above the world price, I believe. 

Senator Younc of North Dakota. I understand it is almost double. 

Mr. Morse. Yes; we do pay more than the world price for imported 
sugar. 

The Cuairman. We give an advantage to Cuba by way of tariff 
reductions on a fixed quota. They pay probably less than half of the 
tariff other countries pay. That is the advantage given. 

Secretary Benson. It has the same effect as you have indicated, 
Senator Young. 

The Cuarmman. Just the tariff, though, not the value of the sugar, 
not the full price of the sugar ? 

Senator Youne of North Dakota. My understanding is that they 
sell their sugar to other countries for about half what they get from 
us, 


STATEMENT OF MARTIN SORKIN, ASSISTANT TO THE SECRETARY, 
U.S. DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Sorxrn. It varies. 

Mr. McLain. It varies with what the world market is. The world 
market will get up above our market for a while. 

Mr. Mors. It varies from time to time. 
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The Cuarrman. I was in Cuba last December, and unless Cuba 
changes its ways in the production of sugar they won’t be able to 
compete in the markets. I point all this up in my report. 

And as Secretary Benson has just stated, the extension of the act 
will be delayed some because of the activities of Mr. Fidel Castro. 
I do not know what position Dr. Castro will take. He has been saying 
some nasty things about our country here recently, and I believe we 
ought to wait and see what is going to happen within the next few 
months before we take up the extension of the act. 

Senator Jorpan. Mr. Chairman, may I ask a question ? 

The Cuarman. Yes, Senator Jordan. 

Senator Jorpan. Who renews that Sugar Act with Cuba? Does 
the Secretary of 

The CuHairman. No; it is fixed by law. The quotas are written 
in the act. 

Senator JorpAN. The quotas are written in the act. 

The Cuarrman. Yes, sir. 

Senator Jorpan. That is the tons and the price? 

Secretary Benson. That is right. 

Senator Jorpan. I think we better wait a little while and see what 
kind of a government comes out of what they have down there. 

Secretary Benson. And the conclusion: Our agriculture is a dy- 
namic changing industry undergoing a technological revolution which 
is irreversible. Most of agriculture is free of controls and attempts 
at price fixing at unrealistic levels. This part of agriculture is doing 
reasonably well. Its markets are expanding and production is kept 
in reasonable balance with demand. 

The present surplus situaton in a very few crops gives ample evi- 
dence of the shortcomings of old laws that have not been adequately 
changed. 

We are deeply appreciative of the difficult legislative decisions with 
which this committee is faced. We are anxious to be of assistance. 

We will supply promptly any further factual data available and 
the best judgments that can be had from the Department on any 
proposals. 

As the President has said to Congress: 

Continuation of the price support and production control programs in their 
present form would be intolerable. * * * The situation calls for prompt and 
forthright action. 

Thank you very much. 

The CuarrMan. Mr. Secretary, I wish to thank you on behalf of 
the committee for your statement. 

Secretary Benson. Thank you, sir. 

The Cuarrman. As I stated to you yesterday, we have all the facts, 
and we have, of course, the President’s views and your views. What 
we would like to have now is legislation, that is language put into 
draft form of an act designed to carry out the recommendations that 
you are proposing. 

Secretary Benson. We have already started the lawyers working 
on the alternative phases of it, Mr. Chairman. 

The Cuatrman. May I suggest that you deal with it either by titles 
or separate acts because, as we stated yesterday, there are some com- 
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modities on which, you see, we acted last year that will not need any 
attention this year. 

Secretary Benson. Right. 

The Cuarrman. In any event, suggestions you propose, let us either 
have it by separate acts or by titles so that this committee can act 
accordingly. 

Secretary Benson. Mr. Farrington, our General Counsel will be in 
touch with your staff here, and we will be happy to work with you on it. 

The Cuarrmman. All right. 

Senator Symineron. By the way, I would like the record to show 
that Congressman Brown from Missouri, who is very much interested 
in agriculture, is present. 

Mr. Brown. Thank you. 

Senator Symineton. Thank you, Mr. Chairman. 

Mr. Secretary, on page 3 of your statement you talk of the cost- 
prize squeeze in agriculture as being an aftermath of excessive Fed- 
eral expenditures. Would you care to give us, for the record, what 
you consider excessive Federal expenditures ? 

Secretary Benson. I point out, I believe, in the statement, Senator 
emer: that the big increase in the cost to farmers occurred par- 
ticularly during the period 1939 to 1952, when costs went up over 100 
percent. There has aon some slight increase since that time. 

The expenditures and increased costs increased wages which con- 
tribute to costs, all have the effect, I think, of increasing inflation, and 
is something we all need to be concerned about and to watch very 
carefully. The President has expressed his concern and many Mem- 
bers of Congress have expressed their concern. I consider it one of 
the major problems, domestic problems, facing the country today. 

Senator Symrneron. In your statement you mentioned soft wage 
settlements. Would you care to give us any concrete illustration of 
what you would call soft wage settlements ? 

Secretary Benson. Generally speaking, and I do not pose as an 
authority in the wage field, but generally speaking I think when 
wages are increased beyond the increase in productivity those in- 
creases have the effect of contributing to inflation and to rising costs, 
and are particularly hard on our farmers. 

Senator Eastianp. I sure agree with that statement. 

Senator Symrneron. I was just asking for some specific illustra- 
tions on those first two points. I think I already know your 
philosophy about it. 

Secretary Benson. I believe, Senator Symington, I would like to 
check with our technicians, but I believe that the studies will show 
that some of the increases in the price of steel, for example, which 
came following increases in wages, were increased beyond the in- 
creases in productivity of labor. 

Senator Symineton. Well, just for the record, in the first 6 months 
of 1957 the steel companies made more profits after taxes than ever 
before in their history, and then raised the price of steel $6 a ton, 
which did not have anything to do with an increase in labor rates. I 
believe the record will verify that. As you know, the unions are just 
as positive in their minds that one of the chief reasons for inflation 
is the administered price, as many people are that one of the chief 
reasons for inflation is wage increases. 
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Secretary Benson. I think what I said about increases beyond the 
productivity, increased productivity of labor, would also apply to in- 
creased margins and increased profits in industry. These increases, 
increases in efficiency, should be passed on in large measure to the 
consumers so it would be widely spread over the people of our country. 

Senator Symrneton. Thank you, Mr. Secretary. I noticed this 
morning, and I am not saying there is anything wrong in it, if I was 
a stockholder of the company I would probably think it was fine, but 
I noticed one of our large companies this morning made considerably 
more money on considerably less sales than in the previous years. _ 

Secretary Benson. Unjust profits as well as unreasonable wage in- 
creases, I think, would come pretty much in the same category. 

Senator Symineton. On page 4 you mentioned that producers of 
cattle, hogs, poultry, fruits, vegetables and various other products 
which are not price supported or controlled have experienced grow- 
ing markets. Don’t you think that one of the reasons for the rela- 
tively high price of beef today is directly connected with the fact that 
you have several billion dollars of feed grain stored ? 

Secretary Benson. Well, Senator, I think there are several factors 
really. 

ta tie first place, we did have for quite a period a decline in cattle 
numbers. That was augmented because of the drought in the South- 
west. Many farmers and ranchers were required to liquidate part of 
their breeding herds. The cattle cycle of course still operates—appar- 
ently now our numbers are increasing slightly. Our report that came 
out just last week indicates some increase in cattle numbers. And 
usually they run in cycles pretty much although there is some influence 
from feed supply. 

Senator Symrineron. I would like to know whether you feel that 
the storing of corn and the other feed grains has been a major factor 
in the price of cattle. 

Secretary Benson. No, I think it has not been a major factor, Sen- 
ator Symington. 

Senator Symineton. Thank you. 

Mr. Morssr. You see, Senator, there is a relatively small amount 
of beef produced with grain. That is historically true, and it is still 
true now. Most of the beef is produced with forage—silage, hay, and 
pasture. 

Senator Symrneton. We produce a lot of corn in Missouri, and 75 
percent of our farm income comes from livestock, and we merchandise 
about 2 or 3 percent of corn in our State. So I know what happens to 
the corn. 

Mr. Morse. I thought your question related to beef. Of course most 
corn would go into dairy and poultry and hogs, and not into beef 
production. 

Senator Symineron. Do you feel that price of hogs today is re- 
flected in the storage of feed grains as a major factor ? 

Mr. Morse. No, sir. 

Senator Symineton. You do not. 

Secretary Benson. I would think not. As a matter of fact, we 
have had good hog prices but great quantities of feed. There is 
another factor, in the case of beef. Of course, I think the industry 
has done a good job of promoting their product, and we have had a 
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rather steady increase in the per capita consumption of beef, as you 

know. When we had that precipitous price decline in beef in 1952, 

and early 1953, the industry, instead of resorting to controls and 

supports, decided to go out on a campaign of promotion, and we 

joined with the industry in that promotion program. As a result 

orm started eating more beef, and I think the market expanded 
cause of that. 

Senator Symineton. Well, I made a talk on the floor last August 23 
about what would happen to the price of hogs. At that time the 
price was around $21, and it is now around $16 to $16.50. In my 
opinion, based on my studies, I am convinced it is going considerably 
lower in the market in the not too distant future. If you started to 
move your inventory of feed grains you would further reduce the 
price of hogs. SoI would think there was some relationship between 
the two—feed production and prices and livestock production and 

rices, 
, Senator Youne of North Dakota. Would the Senator yield? 

Senator Symrineron. I will be glad to yield. 

Senator Youne of North Dakota. Secretary Morse, I believe you 
made a speech the first year you were in office, blaming the high price 
of hogs on the high price of corn and the fact corn was all sealed up. 
I can get the speech for you and insert it in the record. I inserted it 
once before. 

You made a major speech in which you blamed the high price of 
hogs on the high price of corn 

Mr. Morse. I wish you would. I think that what I said would 
still hold true. 

Now one of the things that caused a lot of this pileup of corn 
has been the fact that farmers who formerly were producing hogs 
now merely sell the corn to the Government through price supports. 
I can cite you case after case—for example wheat farmers out in the 
Palouse County of the Pacific Northwest formerly had cattle and other 
enterprises. Now many farm only wheat under the operation of the 
farm programs. When corn was pegged at the high support levels 
many of the Iowa farmers, and other farmers, went out of the hog 
business and started storing the corn, and turned it over to the 
Government. 

Senator Youne of North Dakota. You were saying just the opposite 
a few minutes ago, the fact the Government had much of it sealed 
up, has no effect on the hog price. 

Mr. Morsr. No, I was speaking about what individual farmers 
did. But corn has continued to move, around 80 percent of it, into 
domestic feeding and other local consumption. Whereas many farm- 
ers in cash grain areas did produce for Government loans, the big 
bulk of the corn continues to be fed and moved into use. 

Any time, Senator Symington, you get an abnormal corn-hog ratio 
it affects the amount of hogs that are produced. We had big corn 
supplies and corn in storage when hogs were well below present 
levels—then hogs went up, still with big corn supplies, hogs went 
up to $20. Now because of that favorable corn-hog ratio, farmers 
are breeding more sows; there was a larger fall pig crop, and there 
will be a larger spring pig crop, and the price is going to decline, 
as you have said. 
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Then, after it has declined, it will come back up again. The cycles 
in hog production are just about as regular as the swing of a pen- 
dulum. They have been through the years and they will continue to 
be. 

Senator Symineton. Well, the more times I listen to all this it 
seems the operation is consistently successful, but the patient is con- 
sistently growing weaker. 

Now, on page 7, Mr. Secretary, as I understand it, you felt that 
by lowering price support you would discourage production; is that 
correct ? 

Secretary Benson. Generally speaking, Senator Symington, farm- 
ers respond to price as do other people. We would like to use the 
price support mechanism, as I have indicated, to help facilitate 
marketing, to help build markets, and not to dry up markets, not to 
price commodities out of the markets. And certainly a Government 
warehouse is not a market. 

Senator Symineron. When you talk of the rural development pro- 
gram, you say it is developing more opportunities for rural people 
through increasing farm production, and you make that a sales point 
of the rural development program. However, I thought our prob- 
lem was excess production. 

Mr. Morse. Senator, if I can respond to that 

Senator Symineron. I would be glad to have you respond. I 
thought we were interrogating the Secretary of Agriculture, and 
I am sure he can speak to these points as well as you. 

Mr. Morss. Well, you want the facts, don’t you, and the infor- 
mation ? 

Secretary Benson. Senator Symington, I will be glad to respond 
to it if you prefer. Mr. Morse heads up our committee on rural 
development and is closer to the details. 

Senator Symineton. You handle it any way you want. 

Secretary Benson. Thank you. 

Mr. Morsse. The Ozarks in our State of Missouri are a good illus- 
tration. Many of the people need better diets—and this is true of 
a lot of these families on the small farms, Ozark farms. To the 
extent that we can encourage and help them grow more vegetables 
and fruits and home produce, a lot of it will be consumed right on 
these little farms and never be marketed. In addition, this in- 
creased production to a large extent sells right into the local markets. 
We were speaking about getting more industry into these low income 
areas. Every time an industry is located there, or expands there, 
that gives more local markets. This enables even more of the local 
produce—and much of the production on the small farms is in the 
form of produce—to move right into these local markets. Thus the 
increased farm production is not a major factor in the overall 
market. 

Senator Symineton. Now, you mentioned the Ozarks, and my dis- 
tinguished colleague—Congressman Brown—who represents that 
great part of our State in the Congress has given me some figures 
with respect to turkeys, which is very important in that part of our 
State. And I do not think they justify the concept that lower prices 
discourage production. 

In 1955, turkey growers produced 984 million pounds of turkey, and 
the turkey growers received $297 million gross. 
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In 1957, turkey producers grew 1,166 million pounds of turkey and 
the turkey growers received $272 million gross. 

In other words, in 2 years the turkey market expanded 1814 percent. 
The growers produced and sold almost 16 million more turkeys, 182 
million more pounds, but got $25 million less gross. 

How can the turkey growers gain financially from this expanding 
market on the basis of these figures ¢ 

Secretary Benson. Senator Symington, I am not acquainted with 
this particular case, but the turkey growers generally have had under- 
way a great expansion in their industry. Their product has been 
well promoted. It has become a year-round product now in consump- 
tion, in the diets of many people, at hotels and restaurants particu- 
larly, and there has been a substantial increase in production. 

Generally speaking, they have done reasonably well—not as well as 
we would like to see them—and the market has fluctuated. 

But on the whole, I think the industry has resisted any effort on 
the part of the Government to support their prices. We have stepped 
in when there were market gluts to purchase for school use, institu- 
tional feeding, and so on. If I am not mistaken, we purchased some 
turkeys this last fall to help in the —— 

Senator Symineton. We have done an awful lot of things, but the 
more we do the more serious the inventory problem. 

Secretary Benson. I think that would not be true in the case of 
turkeys. I think generally speaking we have pretty well cleared 
them out as we have gone along. We can keep them for a while, and 
they are temporary market gluts, and we step in and do what we can 
that is sound and feasible. 

We move out what there is a market for through school lunch and 
other outlets. But they have consistently urged that we not try to 
store them for extended periods. In the first place, it is difficult to 
storethem. It is acostly storage item. 

Senator Symrnerton. I understand that. At some point we have to 
get this problem down into money—— 

Secretary Benson. Right. 

Senator Symincton. Because in effect, as I see it, when you come 
up here before this committee you are asking for authorization of pro- 
grams which require money, just like the head of a business comes to 
a board of directors or a banker and asks for money in order to handle 
his programs of operating that business over thav particular year. 

As I get it, when you come up here, the question comes up as to how 
much money is going to be authorized for these programs. 

Now what has me more worried than anything else today are these 
inventories, because, as every businessman knows, the one thing that 
you dread more than anything else is an inventory which may not be 
merchandisable at the figure in question. 

I remember when I first came on the committee in 1956, as I remem- 
ber the figures, you put $179 million into the corn soil bank with the 
theory that there would thereby be less corn. And you ended up with 
220 million bushels more corn. 

And then you said in the commercial counties, “We will give you 
$1.50 if you will conform, but we won’t give you anything if you 
don’t.” And then you switched and gave $1.25 to the nonconformers 
in the commercial counties. You did not enforce any cost compliance, 
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so there was a tremendous change in my State because farmers began 
to grow such sorghums as milo for cattle, in very heavy quantities. 

In fact, some of the farmers, having received a big check for putting 
their corn land in the soil bank, ended up by producing more nutri- 
tional feed grain off their farms than ever before in their history. 

Now I think that type and character of policy, or policy deviation, 
depending on how you want to look at it, is one of the reasons why we 
have an inventory now which, if it is not faced up to fairly frankly, 
might destroy or very seriously cripple the entire agricultural setup in 
this country. I am willing and anxious to work with you in whatever 
you think is the best thing to do in order to cut this surplus. 

A small surplus hanging over a manufacturer is enough to destroy 
a price. And this type or character of surplus hanging over gets to 
be a serious matter indeed. 

I had the Legislative Reference people study the main requests that 
have been made by the Department of Agriculture as compared with 
what has been granted by the Congress in the last 6 years. Of some 
53 requests only 5 did not get substantially what you asked for. 

Now, in any case, it seems that now, together, we ought to face this 
problem of inventory, which I believe the President said is going to 
; $10 billion next year, with $1 billion storage cost. And with that 
in mind, I would like to ask a few questions here. 

As I understand it, in the prepared statement the figures on your 
inventory investment in farm commodities, $9.1 billion July 1, 1959, 
would be in excess of $10 billion by July 1960. Is that correct? 

Secretary Benson. I think that is inventory and commodities under 
loan, Senator Symington. 

Senator Symineton. That is right. 

Secretary Benson. That will flow into inventory, but have not done 
so as yet. 

Senator Symineron. That certainly will flow into inventory if the 
market price is lower. That is correct, I took that for seueied. 

Now anyone with business experience knows the problem incident 
to a large inventory, and this inventory that we have may be the big- 
gest ee in the history of the free world. 

Secretary Benson. I am sure that is not one of their worries so far 
as food products are concerned. 

Senator Symineron. And I hope we use our inventory to help a lot 
of hungry people around the world, and incidentally, a lot of hungry 
people in this country. 

But aside from the philosophies, with the premise that you are com- 
ing up here to ask the Congress for authorization for various pro- 
grams, and as we have some responsibility incident to the money that 
is given the Government departments, I would like to know what you 
plan to do with the present or pending some $10 billion of farm prod- 
uct inventory or commitment? What are your plans to stop or slow 
down the continual buildup ? 

Secretary Benson. Senator Symington, it does pose a very difficult 
problem. We all know that. We have been moving tremendous quan- 
tities, as you know, under the 480 authorization given us by the Con- 
gress. Most of the acquisitions were required oy mandatory laws 
which we have tried to get changed. 

Senator Symineron. The word “tremendous” is relative. 
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Secretary Benson. It will be the highest on record. 

Senator Symrneron. The word “tremendous” should apply more to 
the inventory than the movement. 

Secretary Benson. Of course we have recommended two things, as 
you know. First of all, we recommended a change in the basic legisla- 
tion back in 1954. We did not get the change that was recommended. 
In the meantime we have devised various programs that we thought 
would help to move the surplus into consumption, into—— 

Senator Symineron. Excuse me, but I have just been over that this 
morning at home. What was the change in 1954 that you recommend- 
ed that you did not get? You recommended 75 to 90, as I remember it, 
and you got 8214 to 90. 

Secretary Benson. 8214 to 90. 

Senator Symineron. And then in 1956 you got 75 to 90. So cer- 
tainly this whole program 

Secretary Benson. We recommended in 1956 a much broader range 
than 75 to 90. 

Senator Symincron. But you got what you asked for in 1954. 

Secretary Benson. There has been a delay all the way along, and 
in the meantime the surpluses have been accumulating. 

The first year, Senator, when we came in there with no controls of 
any kind, they had all been taken off for the 1953 production, there 
was not anything we could do. So we were going ahead with the 
throttle wide open, no controls of any kind, and with high rigid 
price supports at 90 percent. And, of course, that is a tremendous 
incentive, with the throttle wide open, and surpluses started 

The Cuamman, That was because of the war. 

Secretary Benson. Wartime measures were still in operation. 

Senator Symineron. You asked for 75 to 90 in 1954 and you got 
8214 to 90. Do you think that 714 percent is the basic reason for 
heavy increase in the inventory ? 

Secretary Benson. It would have helped substantially, I am sure. 

Senator Symrnetron. Thank you, Mr. Chairman. 

Mr. Humpurey. My recollection is that in 1954 when you asked 
for authority to reduce support prices as low as 75 percent of parity, 
and again in 1958 when you asked for authority to reduce support 
prices as low as 60 percent of parity, you made it clear that you did 

.not expect to go to those levels. In 1954 you recommended insula- 
tion of part of the stocks on hand to give the new program a chance 
to work. In the case of cotton, for instance, according to the Depart- 
ment’s testimony, the minimum insulation recommended by you was 
expected to prevent the support from dropping below 90 percent of 
parity in either 1955 or 1956. Under Secretary Morse made it clear 
that there was no proposal before the committee in 1954 to drop price 
supports from 90 to 75 percent. My former colleague on this com- 
mittee, Senator Thye, questioned him about this. And in 1958 you 
testified that you did not contemplate 60 percent of parity. 

Secretary Benson. Senator Humphrey, we have consistently indi- 
cated that we need as broad authority—a broader range in the use 
of price supports, but that never at any time would we expect to set 
those supports at levels lower than that that is necessary to permit the 

quantities to flow into consumption. So it was not possible to say 
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then whether we would need to go to 75 or 76 or 80. But we did feel 
we needed the range. 

Senator Humpurey. You said you needed the range, and you 
answered to a specific question—and my memory is very, very firm 
on this, and the record will be examined and we will have a chance 
to cross-examine each other on it—the record is that you replied 
you had no intention of reducing the support levels to 75 percent of 
parity. 

So that you got what you asked for in fact, if not in theory. 

Secretary Benson. No; we did not get what we asked for in fact. 
We asked for 75 to 90, and we got 8214 to 90. 

Senator Humpnrey. You said you were not going to use 75 to 90. 
And we said, “What are you going to use,” and you ended up by say- 
ing you did not have the intention of reducing anything below &2 
percent, and that is what you got. 

Secretary Benson. We did not know at that time, Senator Hum- 
phrey, where the supports would be set. Because we would have 
to consider the legislation, we would have to follow the guide- 
lines in the law, we would have to consult with our technicians. 
We had gone far enough in our studies to indicate that we had to 
have a wider range if we were going to effectively use the price sup- 
port mechanism. 

Senator Syminetron. Mr. Chairman, I would like to add that as I 
remember, though he may have said he wanted it, the Secretary also 
said he was not going to use it. 

Senator Proxmire. Will the Senator yield at that point ? 

Senator Symineton. I will be glad to yield to my friend from 
Wisconsin. 

Senator Proxmire. It is the position of the Secretary that prices 
have been artificially held up ior too long a period because of the 
restrictions, arbitrary restrictions, of Congress? 

Secretary Benson. Senator Proxmire, I think the record is pretty 
clear that you cannot effectively impose artificial prices at unrealistic 
levels without getting yourself into difficulty. You destroy markets, 
you build up surpluses, and you get into real financial costs. 

Senator Proxmire. Why was it then in 1956 the price support rates 
set by the Secretary were raised: For wheat, from $1.81 to $2; corn, 
$1.40 to $1.50; corn not produced in compliance with allotments, 
nothing to $1.25; rice, $4.04 to $4.50; milk for manufacturing, $3.15 
to $3.25? 

Senator Humpnurey. The election. 

Secretary Benson. No, it was not the election. We had made rec- 
ommendations for legislation, and we got a bill which we thought 

was very unsatisfactory. The President. vetoed the bill, as you will 
recall, and then we tried to do something to be of help administra- 
tively, and that is what was done by the executive branch of the 
Government. 

Senator Symineton. Mr. Chairman, I would like to proceed now 
with a few questions on this problem of inventory. 

Mr. Secretary, it is true, is it not, that more than 75 percent of this 
inventory is in two crops, wheat and corn ? 

Secretary Benson. I would have to check the figures. Our calcu- 
lations show that about 85 percent of the investment is in three crops. 
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I am not sure of the 75 percent figure, Senator Symington, but we 
could supply that for the record. 

Senator Symincron. If that figure is wrong, will you correct it for 
the record? Ithink itis right. 

Senator Munpr. Isthe third crop cotton ? 

Secretary Benson. The third crop, which would make up about 
85 percent; yes. On checking, I find you are right, Senator Sym- 
ington. 

Senator Symineron. How much wheat do you expect to have by 
July 1, 1959? , 

Secretary Benson. About 1.3 billion bushels. 

Senator Symineron. And that isan all-time high, is it not? 

Secretary Benson. Yes, it is, sir. 

Senator Symrneton. How are you going to move that inventory ? 

Secretary Benson. First I might say that unless the present laws are 
changed it is going to get much worse. Second, we are going to move 
it in every conceivable way we can. We are going to use 480-—— 

Senator Symineton. I am sure you are. 

But you cannot go into a bank and get money and say, “I am going 
to do everything I can to improve this business.” We want to know 
some of the things you plan to do. 

Secretary Benson. Well, I have indicated we are going to use 480, 
we are going to distribute as much as we can to needy people through 
our own surplus disposal. 

Senator Symrneron. How much do you think the 480 will take? 

Secretary Benson. We are exporting, I think, around 450 million, 
I think, this year. 

Senator Symineton. What is your sales plan this year? Not the 
past. How many do you think 480 will take? 

Secretary Benson. No one can say exactly how much it will take. 
We are certainly going to push to the limit our exports in 480 and our 
gifts, and our sales for dollars. I think the record indicates that a 
very good job has been done in this area. 

Senator Symineron. All right, sir. 

Secretary Benson. And we want to do a better job, and that is one 
of the reasons why the President made his statement on food for peace. 
We want to see through consultations if we can go even further than 
we have gone in moving these surpluses into constructive use. 

Senator Eastianp. Could I ask a question right there ? 

Senator Syminoton. I have just one thought, and then I would 
like to yield 

The CuHarrman. Senator Symington. 

Senator Symrneron. My point 1s, we have had the same story every 
year about your plans and your hopes and your beliefs and your pride 
in the past record. But there comes a time—I have often seen this 
as a member of the loan committee of a bank; it is exactly the same 
story in business—there comes a time when you have to'say, “Well, 
now, we know you have tried, but you have a problem.” 

As I see it, the Congress has a right to say that to you. We know 
you have tried, and we know you have done well, but you have the 
biggest inventory in the history of the world. 

Now, with that premise I would like to ask you, Do you need any 
additional authority? And then I would be glad to yield to my very 
able colleague from Mississippi. 
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Do you need any additional authority now from the Congress in 
order to move this gigantic inventory ? 

Secretary Benson. Senator, our biggest problem is to cut down 
the movement of stocks into storage as required by present law. That 
is our real problem, and we do need legislation, and that is what we 
have recommended in this statement. 

To get at the real heart of the problem, you have to get a program 
that will permit the commodities to flow into consumption and not into 
Government warehouses. And once in Government warehouses, then 
we use 480, we use our surplus-disposal program in this country, we 
use gifts, we use barter, we use all the tools we have. 

I do not know of any additional tools we need, offhand, to move 
creater quantities. 

Senator Symineron. Thank you. That is what I wanted to know. 

Secretary Benson. Because we have very broad authority, and we 
have moved, I think, about as great a quantity as we can without dis- 
~— g world markets, dollar markets. 

enator SyMINGTON. Right. 

Now, just one other point: Yesterday you agreed that whereas your 
prepared statement gave several plans that could or could not be used, 
that you are going to give us an omnibus bill; what the Department 
of Agriculture believes should be done in order to help this problem 
and reduce these inventories. 

I would be glad to yield to my friend from Mississippi. 

Senator EastLanp. He answered my question. 

Senator Munpr. Will you yield tome? 

Senator Symrnerton. I will. 

Senator Munpr. Mr. Secretary, let me put the question that Senator 
Symington is working on in a little different form. 

I am sure you would like to move these stocks out of inventory twice 
as fast as they are moving out. I know that Congress would like to 
see them moved out twice as fast. 

What are the limiting factors which keep you from sending them 
out twice as fast ? 

Secretary Benson. Well, the limiting factor, Senator Mundt, pri- 
marily is what you can move for foreign currencies, for gifts, and for 
barter, and distribute in this country without disrupting dollar 
markets, existing commercial markets. 

That is primarily the limiting factor. 

Senator Munpr. You say distributing in this country ? 

Secretary Benson. We are distributing in this country food items 
to needy people through State relief and State welfare organizations. 

Senator Munpr. All right, let’s break it up in two parts. 

Of the limiting factors which prevent you from sending out twice 
as much under 480 as you do, you said to Senator Symington it is not 
the law; there are some limiting factors, and let’s get them in the 
record. Let’s find out what they are. 

Secretary Benson. That is right. In all of our exports, of course, 
we have to deal with the friendly countries of the world, and we try 
to move these commodities in as great quantities as we can without 
disrupting world markets and without replacing dollar sales. 

There is no point in moving this stuff into consumption if it takes 
the place of dollar sales, and there is a limit as to how much can be 
moved. 
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Senator Munopr. Is it your testimony, then, and best judgment 
that we are now moving overseas our surpluses ‘at the maximum rate 
that the recipient country can absorb ? 4 that what you're saying?! 

Secretary Benson. I would say this, that in large measure, that is 
true, Senator Mundt. Of course, our exports have been at the high- 
est level ever, even higher than during wartime. 

Senator Munpr. I am just interested in why they do not do it 
twice as fast. There must be some reason. 

Secretary Benson. Some of the countries do run into difficulties, 
they have problems with their own growers. It is not as easy as it 
appears on the surface to move these gr reat quantities. 

Senator Easrtanp. Don’t you have trouble with the State Depart- 
ment? Don’t they have something to do with fixing 

Secretary Benson. Of course, “these countries, Senator Eastland, 
make their representations through the State Department, naturally, 
and we consult regularly with the State Department. We try to 
maintain friendly relations in all of this operation. 

Senator Eastnanp. Mr. Secretary, isn’t the biggest tool in moving 
wheat the export subsidy ¢ 

Secretary Benson. Well, we are not moving any wheat without 
a subsidy today. I think the subsidy is around, between 60 and 80 
cents a bushel on the wheat that we move abroad out of Government 
warehouses. 

Senator Easrianp. I agree. 

Secretary Benson. The average in fiscal year 1958 was 76 cents, 
to be exact. 

Senator Symrneron. I know some of the countries that we have 
given considerable aid have a wheat subsidy. Senator Young put these 
figures in the rec ord some time back, and they were very startling. 
Some of the countries subsidized the growth of their wheat over $3.50 
a bushel. I am very sympathetic with what you are trying to do. 

However, all through your long statement here, you talk about what 
the Congress wants and what the Congress says. Now as I understand 
it from what you say you do not need any new authority and if you 
do need new authority you are going to ask for it in a bill. 

Secretary Benson. Senator Symington, if you will give us the leg- 
islation we have asked for here we will get the job done in a reasonable 
time. Our problem is primarily in only three or four commodities, and 
those are the commodities on which the Congress has legislated the 
most through the years. The great bulk of ‘agriculture is free and 
doing reasonably well. Four-fifths of it has no controls of any kind, 
and it is moving along fairly well. 

Senator Symincron. The feed grain you have stocked to the tune of 
billions of dollars, billions of bushels, have a significant effect on the 
price of livestock and hogs and so forth. 

Secretary Benson. I know. 

Senator SymineTon. Just because there are no direct supports or 
controls on livestock, you contend it isa free market. But because I am 
a stockholder in this bank and 

Secretary Benson. We all are, Senator. 

Senator Symrneton. The inventory is too high. I want to work 
with you to get rid of these inventories, and th: at is the reason I am 
asking these questions. I think, though, the amount of money the 
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S. Government has invested under your management has gotten to 
a point where this is one of the foremost problems that the Nation faces 
today. 

With that premise 

Senator Munpr. Will the Senator yield to another stockholder on 
that same question ? 

Senator Symineton. I would like to ask a question, and then I will 
yield to my friend from South Dakota. 

You figure you have all of this stock and you have to move it. Now 
if you get your law the way you want it—and the premise is you will— 
you generally have— 

Secretary Benson. No; we have not. 

Senator Symrneron. You have four out of five. 

Secretary Benson. We got a very small part of it. 

Senator SyMincTon. Let us assume you get it all, how much of that 
$10 billion are you going to move in the next 12 months? 

Secretary Benson. It will have to be a gradual process. No one can 
tell definitely. 

Senator Symineron. Do you think you could borrow money from 
the bank if the President says “If I give you this loan and do every- 
thing you want what is your position going to be 12 months from 
now?” And you said “I am sorry, I c: n't tell you.” 

Secretary Benson. You know we have had these stocks accumulat- 
ing because of unsound legislation. We have been bailed out twice 
by two wars. I do not want to be bailed out this time by a war. 
I think we can whittle this down if we get basic legislation to stop 
it from flowing in. But when it is flowing in the back door there 
isn’t much hope. 

Senator Symineron. I think that is logical and I have heard you 
say that a good many times before this committee. This time I want 
to see the legislation you would like to have. 

If you get that legislation what are you going to do with respect 
to the $10. billion taxpayers’ money that you are going to have tied 
up with this inventory? Do you have any rough figure ! 

Secretary Benson. If we get what we ask for it will not become 
effective until 1960 so we are going to have one more crop on the basis 
of the present outmoded law. 

Senator Symrneron. Then what will we do after that? Do we go 
up more or less? If less, how much less? 

Secretary Benson. If we get the legislation we will start moving 
in the other direction. I am confident of that. We have moved. I 
think our exports under 480 have been something over $4 billion. I 
don’t know how much we will move this next year but we are not 
going to leave any stone unturned to move all ‘that we can. 

Senator Symineron. We are talking about a lot of money now. We 
just cannot leave it in the theory any longer. 

Secretary Benson. Since 1953, Senator, we have moved over $15 
billion of surplus agricultural commodities under the various au- 
thorities we have had. 

Senator Symrneton. What is the reason for bringing that up? 

Secretary Benson. That indicates that we have moved a great 
volume and we will do so in the future. 
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Senator Symrneton. Nobody argues about that but the point is 
that as you move it you are continuing to increase the size of your 
inventory. 

Secretary Benson. Because of bad legislation. 

Senator Symrineton. I think frankly based on the speeches that 
you made last fall and the nature of your press releases that come 
out of the Department of Agriculture that you place the blame for 
that on the Congress primarily. 

As a Member of the Congress speaking in the vernacular “I have 
had it.” I would like you to get the legislation you want if you 
will tell me how much of this inventory it will move. If you say 
“We moved a lot in the past,” that does not do any good because the 
inventory has become larger and more serious. A banker would want 
to know what you plan to do. 

Secretary Benson. He also looks on your past record. 

Senator Symineron. That is right; based on your past record, you 
have increased your inventory. 

What I am trying to find out from you this morning is how much 
of the $10 billion you can think you can move if you get everything 
you want. 

Secretary Benson. In a rough estimate, Senator, I would estimate 
that under the existing authorities we have we could probably move 
in the neighborhood of $114 to $2 billion in the year ahead. 

Senator Syminecton. What would it leave your inventory at the end 
of that time? 

Secretary Benson. We do not know what the inventory will be 
because we do not know exactly what is going in. We have in the 
neighborhood of $814 billion in loans and inventory as of December 
31, 1958. 

Senator Eastianp. Could I ask a question ? 

Senator Symineton. Yes, sir. 

Senator Eastianp. Isn’t it true that world business conditions will 
largely determine what inventory you are going to move? 

Secretary Benson. That is a very important factor, Senator. 
Weather conditions will influence the 1959 crop as it did in 1958. 
There are a lot of imponderables. 

Senator Easrtanp. You have a big cotton surplus to reduce and 
I think that the export program as announced is a very fine program. 
It should move 6 million bales of cotton into export, but world textile 
conditions and world demand will determine whether it moves. 

Secretary Benson. That is correct. 

Senator Eastianp. All you can do is the very best that you can. 
If you need additional tools, of course we want to give them to you. 

The CuHatrman. I would like to clear the record on the statement 
just made by Mr. Benson. He stated that he got rid of $15 billion 
worth of goods. I would like to get a breakdown of it. 

Secretary Benson. We can provide it for the record. 

The Cuatrman. How you disposed of it ? 

Secretary Benson. Under which titles? 

The CuatrmMan, Yes. 

eer Benson. We will be glad to. Some of it was sales for 
cash. 

(The document referred to is as follows:) 
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Senator Munpr. Mr. Secretary, this is probably broken up into 
two parts. I think Senator Symington was doing a very constructive 
job of getting it down to the basic facts. We have to stick to one 
phase of the problem at one time. ‘The matter of inventory, the mat- 
ter of outgo, the matter of intake. We have different opinions of how 
this intake can be slowed down. 

I do not think there is much difference of opinion about the outgo. 
Everybody around this table wants the outgo to eliminate the surplus 
just as fast as possible. We have arrived at a figure. It has lasted 
a long time. I want to find out what factors there are that limit the 
outgo—let us forget about the intake—whether you take in another 
bushel’s worth you still have a terrific amount of inventory and it is 
going to be : a depressing factor on price. 

I asked you what limiting factors there were on Public Law 480. 
Senator Symington asked you if it was a legislative problem. You 
said no. 

You said the capacity of the recipient country to absorb it was the 
problem. You just can’t dump a lot of extra agricultural products 
in an agricultural producing area and dislocate their economy because 
as the exchequer of the world that doesn’t help their economy. Are 
you able to tell the committee that you are pumping out Public Law 
480 supplies, surpluses, to the full extent of the countries to absorb 
it ? 

Do you have any requests from countries who say “Give us your 
sur pluses” that you are turning down for any other reason except for 
their incapacity to absorb? 

Secretary Benson. Senator Mundt, we have felt all the way we 
were. QOur technicians have instructions to move everything they 

‘an without disturbing normal commercial markets. Under a new 
announcement from the President, food for peace, we are holding more 
intensive consultations with other countries in the hope that we can 
do more than we have in the past. 

Senator Munpr. Whether you give it for peace or for empty stom- 
achs, there is an economic factor here and the c ‘apacity of the country 
to absorb. 

Secretary Benson. There is a limitation of how much you can move 
without disrupting the markets. 

Senator Munpr. There are an awful lot of hungry people in India. 

Secretary Benson. We have sent tremendous quantities there. 

Senator Munpr. Have we exhausted our capacity to supply food for 
the hungry people in India? 

Secretary Benson. We have sent more to that country than to any 
other country, I think. 

Senator Munpr. That does not exactly answer the question. The 
question was: Have we filled al! the needs that they have requested ? 

Secretary Benson. I think we have, generally speaking, Senator. 
I would have to check that to be absolutely sure, but we have certainly 
moved tremendous quantities. 

Senator Munpr. We have to get down to specifics. 

Secretary Benson. They have had two limitations, Senator, both of 
which I think they are trying to overcome. One is port space to 
handle the products. The other is storage space to take care of it 
after it gets there. They cannot distribute it all immediately. 
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Those have been two of the limiting factors that come to my knowl- 
edge. 1 have been in India. I have consulted with the Indians on 
their program. Dr. Max Myers is here. He has just been over there. 
I would be glad to have him respond further if he will. 

Senator Humpurey. Can we hold up on this until we get into the 
whole problem of the theme of “Food for peace” ? 

Senator Symineton. I have a few more questions. 

The CuatrMan. Proceed. 

Senator Symrneron. I would be glad to yield to him if he would 
like to. 

Senator Munpr. I would like to be specific as to what he has done 
domestically. 

Senator Symrneton. Mr. Secretary, do you expect to increase the 
per capita consumption of wheat ? 

Secretary Benson. Senator Symington, down through the last 
20 years the consumption per capita has been declining in wheat just 
about to the same extent as the population has been increasing. In 
other words, our consumption domestically of wheat has remained 
constant for a number of years in this country. 

Senator Symrneton. What do you think it will be? Do you think 
we will increase the consumption next year or will it stay the same 
or be even less? 

Secretary Benson. It may continue on the downward trend 
slightly. More of our people are living in heated homes and work- 
ing in heated offices which all has a tendency to reduce the consump- 
tion of the carbohydrate foods, including wheat. 

Senator Symrneron. Well, you talk about foreign efforts, efforts 
to move the wheat in foreign countries and efforts to move it domes- 
tically through consumption. Do you have any other plans for mov- 
ing $3.3 billion of wheat ? 

Secretary Benson. Of course if we get the legislation we asked 
for some of it will start to move to feed again. We used to consume 
about 200 million bushels of feed annually in this country. The law 
has priced it out of the feed market. They go into Government 
storage. 

Senator Symrneron. You are going to ask for this again in the 
omnibus bill ? et 

Secretary Benson. We have asked for it in the statement and 
we are going to put it inte legal language. 

Senator Symrneton. Do you plan to destroy any of this wheat? 

Secretary Benson. No, sir. 

Senator Symineton. You donot. Do you plan to continue to store 
it indefinitely ? 

Secretary Benson. Under law, sir, we are obligated to store it, 
to take it over under these nonrecourse loans, under existing legisla- 
tion. We are going to administer the law as best we can and “hope 
the Congress will change it. 

Senator Symrnoton. If the Congress changed the law so you could 
destroy it, how much would you destroy ? 2 

Secretary Benson. All of that has been accumulated under the 
mandatory legislation. 

Senator Symineron. If it were changed so that it was mandatorily 
permissible to destroy it, how much would you destroy ? 





146 PRESIDENT’S FARM MESSAGE, 1959 


Secretary Benson. I would not destroy any unless I was directed to 
do so by the Congress. 

Senator Symineton. You agres with the position of the Congress 
on the destruction of the wheat ? 

Secretary Benson. I hope that all Americans would agree to that, 
sir, not to destroy food. 

Senator Symineton. I just wanted to be sure that I understood 
your point on it. 

How many bushels of wheat have you lost or do you expect to lose 
because of deterioration below minimum milling quality? 

Secretary Benson. Of course, our aim is not toloseany. Obviously, 
in handling such great quantities there will be some loss, but we do 
have, as you know, the standard grain contract in which those who 
store this Government wheat take full responsibility for quality. If 
there is loss because of spoilage the companies are liable. We have 
been quite successful, I think, in recovering in those instances where 
there have been losses. Mr. McLain is here. He can give you more 
details on that. 

Senator Symrneton. I am glad you have handled it well and effi- 
ciently in most cases, anyway. I would like an answer to my question, 
if we could have it, if there is any detail on it. 

Mr. McLar1n. You mean the amount that was moved as seed because 
it has gone out of condition, Senator Symington? Was that the 
question ? 

Senator Symineron. That is right. 

Mr. McLain. We will furnish that for the record. It has been 
very, very nominal in relation to the total quantity of wheat handled. 

(The document referred to is as follows :) 


CCC 


Wheat: Losses due to sales of deteriorated commodity and inventory losses due 
to shrinkage and soilage 


Deteriorated Shrinkage and spoilage 


Bushels Cost Proceeds 
of sale 


$4, 104, 967 , 246, 130, 693 
7, 926, 121 , 815, > 276, 772 
7, 358, 975 , 417, , 941, 250, 928 ; 
7, 183, 876 » 295, 451, 700 99 


, 490 
3, 949, 760 , 488, 297, 122 832, 433 | 2,321,034 
2,637,498 | 1, 587, 240 , 050, 117, 173 363, 684 | 1, 413, 942 


813, 672 








Senator Symineron. Since 1954 the price of wheat has gone down 
from $2.24 to $1.81, and now you have mentioned a plan to use low- 
grade wheat as feed so that the price would be around $1.15 for wheat. 
We know that wheat production has not declined. 

Last year’s harvest, as you pointed out, set an alltime high. How 
much lower do you believe the wheat support level should be in order 
to follow out your theory of discouraging production through a low- 
ered price? 

Secretary Benson. On that matter you mention there is only one 
factor. The other factors would be freight differentials and the de- 
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mand for feed in the particular area. There are deficit areas where 
wheat would move into feed consumption at a higher level than in 
other areas. For example in the Corn Belt the price would have 
to be lower for it to move into consumption than it would be out on 
the Pacific coast. 

Senator Symineron. I understand, sir. Let us not talk about the 
lower price on the poorer wheat incident to feeding, but we have 
$1.81 now. What would you think would be the right support to 
discourage the excess production of wheat? What do you think 
the wheat support level should be? 

Secretary Benson. That would have to be a gradual transition and 
we would have to watch the adjustment as we made the transition. 

Senator Symineron. I am sure that is true. 

Secretary Benson. We wouldn’t want to make any abrupt change 
and try to cover this adjustment all in one year. It should be a 
gradual transition. 

Senator Symineron. Do you think the price support then on wheat 
should stay at $1.81 for the next 12 months? 

Secretary Benson. No, I do not. 

Senator Symineron. What do you think it should be? 

Secretary Benson. Under the legislation we have asked for the 
adjustment for the first year would be I think down to around $1.60. 

enator SymineTon. $1.60? Do you think that would discourage 
the production of wheat to the point where you would not add any 
more wheat to your inventory ¢ 

Secretary Benson. Only time will tell, sir. There would be some 
probably that may move into consumption, but in the Corn Belt 
there certainly would not be unless it was very poor quality wheat. 

Senator Symineton. Mr. Secretary, I agree with you that only 
time will tell, but you are the administrator of the Department of 
Agriculture. I think we have a right to ask you to extrapolate, 
based on your great knowledge, as to what would be the price if you had 
the authority to do what you want. I would certainly like to know 
what you believe will be the result, in specifics, because year after 
year—this is your seventh year—it has all been in generalities. 

Secretary Benson. No, I do not think it has been in generalities, 
Senator. 

Senator Witirams. Mr. Secretary, the whole theory of first advo- 
cating this support during the war was that higher supports would 
generate greater production. 

Secretary Benson. It was a wartime incentive. 

Senator Wiiu1ams. As you lower those supports by that same line 
of reasoning, you would expect lower production. 

Secretary Benson. Yes, of course. 

Senator Symineton. Do you think there is any price level that we 
could bring about to develop an increase in the per capita domestic 
consumption ? ; 

Secretary Benson. Any increase in consumption as a result of price 
would be primarily in the feed areas I have indicated before, and 
not in the field of human consumption. Also, there would be a reduced 
incentive for production, especially by those who use the 15-acre 
privilege. 
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Senator Symrneron. And just to be sure I understand you, you do 
not think there is any price level we could or should put wheat to that 
would increase domestic human consumption ? 

Secretary Benson. I think there are few, if any, people going 
without wheat these days. If anyone knows of anybody we can make 
it available to them through State agencies. 

Senator Symrineron. Now I would like to turn to corn. You have 
a large inventory of corn. 

Secretary Benson. Correct. 

Senator Symrneron. You also have a fairly large inventory of 
other feed grains, do you not? 

Secretary Benson. Yes, sir. 

Senator Symineton. Do you plan to move this inventory ? 

Secretary Benson. Of course, feed grains normally go through 
livestock. A good part of this will have to go through livestock. 
We have been exporting sizable quantities wherever there is an oppor- 
tunity. We will continue to do that wherever it is possible. The 
feed grain situation, of course, has been made worse because much of 
the land taken out of cotton and out of wheat has been put into feed 
grain. 

Senator Symrneton. Let me see if I understand this situation. You 
have a lot of feed on hand. How many bushels of feed grains total do 
you have on hand ? 

Mr. McLatn. I can give you that. As of the end of the marketing 
year in 1958 I have it for that and also a projection for the next 
marketing year. 

Senator Symineron. Whatever the latest figure is. 

Mr. McLain. The total beginning carryover was 2,270,500,000 
bushels for 1958. 

Senator Symrneton. What do you expect that to be? 

Mr. McLarn. That is all feed grains. 

Secretary Benson. Including corn. 

Senator Symineton. What do you expect that to be at the end of 
this year? 

Mr. McLarty. Because of the 1958 crop, and it was tremendous, as 
you well know, I estimate it is 2,995 million bushels. 

Senator Symrnerton. Is that in CCC? 

Mr. McLain. No, total stocks. 

Secretary Benson. Total national stocks. 

Senator Symineron. So that is about 3 billion that you will have 
in corn ? 

Mr. McLatrn. No, in all feed grains, including corn. 

Senator Munpr. Can we have that. broken down by crops and put 
in the record ? 

Secretary Benson. Yes. 
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(The document referred to is as follows:) 


Feed grains: Carryover stocks at beginning of marketing year 
{Millions of bushels] 


1958 1959 (estimated) 


ccc! | Other Total ccc! Other Total 





Corn , 36 107 1, 467 1, 725 125 1,850 
CONES eindevucbieusewdcinweddudwbd dete 4 { 281 326 100 275 375 
Barley 61 168 150 50 200 
Grain sorghums ll * 309 560 10 570 


460 | 2,270| 2,535 460 2, 995 
1 Under CCC loan or in CCC inventory. 


Senator Symrneron. Do you expect to add to this tremendous stock 
as the result of the recent legislation ? 

Mr. McLain. The thing you have to remember here is that the fig- 
ures I am giving you are the result of what has happened prior to the 
time you have new legislation, because they are a result of the increase 
of this 1958 production, which, of course, was tremendous, as we know. 

Senator Symineron. You had a corn referendum last year, did you 
not # 

Secretary Benson. Yes. 

Senator Symineron. And it removes all controls from corn pro- 
duction entirely ? 

Secretary Benson. Beginning with 1959 crop. It did not affect 
ihe 1958 crop. 

Senator Symineron. That is right. So that you have about $3 
billion of feed grain, primarily corn, on hand? 

Secretary Benson. Bushels. 

Senator Symrnetron. Bushels, I mean. And how much is that 3 
billion bushels worth ? 

Mr. McLatrn. I will supply that for the record. 

Senator Symineton. Roughly. Don’t you know roughly how 
much the feed grain inventory is in the Department of Agriculture 
in money ? 

Mr. McLain. We have rough ideas. 

Senator SymrineTon. Give me a rough idea and then make a right 
figure in the record. 

Mr. McLarn. It would be somewhere between $3 and $4 billion, I 
would think. 

Senator Symincton. Between $3 and $4 billion ? 

Mr. McLatn. We would have to check it. 
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(The document referred to is as follows :) 


CCC investment in feed grains, Dec. 31, 1958 











Millions 
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Senator Symineron. Do you think it helps cut that inventory to 
advocate a law, Mr. Secretary, which takes all controls off of corn 
production entirely ? 

Secretary Benson. As I indicated yesterday—you may not have 
been here, Senator Symington—it will have very little effect on the 
total feed grains. 

There may be some increase in corn, primarily due to the end of the 
acreage reserve. 

Not only that, but last year only 12 percent of the corn produced 
was eligible under the control program. We look for very little 
change in the total feed supply. 

Senator Symineron. You not only have taken all controls off of the 
production of corn, but you are supporting the price of corn, are you 
not ? 

Secretary Benson. Yes. We will support the price of corn. 

Senator Symrneton. What is the figure, $1.15 ? 

Secretary Benson. We have not announced the support level for 
1959 as yet. 

Senator Syminecron. What would that figure be? 

Secretary Benson. It is based on 90 percent of the average of 3 years’ 
market price, or 65 percent of parity, whichever is the highest. 

Senator Symineton. What would that be in money? 

Mr. McLarn. The support rate in 1959 will be $1.12 to $1.15. That 
was announced before the referendum and that is where it will be. 

Senator Symineron. If you were a farmer and you had a loan at 
the bank and you had a partially paid for tractor, et cetera, et cetera, 
and you were trying to give your children an education, which is a 
justifiable effort 

Secretary Benson. I have had all that. 

Senator Symineron. So have I, just about all of it, although I do 
not think I have mentioned that T have been in the farming business. 
I don’t think I have mentioned it before this committee. 

If you have all those obligations, are you going to produce as much 
corn as possible for $1.12 a bushel in order to get dollars to meet fixed 
liabilities, or are you going to give up at those prices? 

Secretary Benson. A farmer generally uses the best possible com- 
binations on his farming operation. He likes to plant all of his acres. 
He will plant them with the crops that he thinks will return him the 
most. In the case of corn, about 70 to 75 percent of our corn, approxi- 
mately, never leaves the farm. It is fed to livestock. If he can get an 
abundance of corn and feed it to the $25 cattle or $16 hogs, he is cer- 
tainly going to do all right and he is going to feed it to the hogs and to 
the cattle, and that is where most of it goes. 
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Senator Symineron. If you have between $3 billion and $4 billion, 
and I must say that is a pretty broad variation 

Mr. McLain. $3.2 billion is the right figure. 

Senator Symrneron. Thank you; I am glad we could get that. 

With that size inventory you take all the controls off the production 
of corn and you put a price support above the cost of production, it 
would be my belief that you are going to end up next year with a great 
deal more corn. Furthermore, you have no plans for moving it that 
have been developed before this committee this morning. 

Secretary Benson. The big buildup was under the old corn legisla- 
tion. Our livestock population is increasing. Our human population 
is increasing. So I think the long-time outlook for livestock is rea- 
sonably good, and we are going to consume a lot of feed grains. Of 
course, if we had 3 billion bushels in wheat, it would be even more 
serious, but we feed about 3 billion bushels of corn annually. 

So the carryover in feed grains does not present the problem that the 
carryover in wheat does, as I am sure you know. 

Senator Symrneron. I am not sure I do know it. I think if you 
put it into money, it expresses a very serious problem. 

I would like to ask this question: Do you expect hog producers to 
produce more hogs and turkey producers to producer more turkeys? 

Secretary Benson. In the long run, yes, of course. 

Senator Symineron. How about next year? The short run? 

Secretary Benson. Short run. 

Senator Symineton. How about the year after next? 

Secretary Benson. The intention is and the farmers reports indi- 
cate some increase in hog production and a slight increase in turkey 
production next year. 

Senator Syminetron. You would doubt that? 

Secretary Benson. There may be some. The forecast, I think, was 
for a slight increase. 

Senator Symrneron. Do you expect broiler growers to produce 
more broilers? As you know, broilers are a very important part of 
my State. Do you expect them to produce more broilers if you re- 
duce the price? 

Secretary Benson. For a lot of farmers it is a method of using the 
feed. Of course, the poultry and broiler production has been increas- 
ing. The consumption has been increasing. They have done a re- 
markable job of increasing consumption. 

Senator Symrineron. You know, the broiler market is now at its 
lowest point in history. 

Mr. Morse. Mr. Chairman, may I speak to this? 

The Cuatrman. You may proceed, sir. 

Mr. Morsz. I have testified before this committee, I think it was 
2 or 3 years ago, that in broilers and to a lesser extent in turkeys the 
production is so integrated with the feed business that a lot of the 
production is a method of selling feed. Often it is not a typical farm 
operation. 

It is contract work, to a large extent. Therefore the swings in 
broiler production is really to a large extent out of the direct hands of 
the farmers. 
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Senator Symineron. I know about that contract problem and I 
have heard hundreds of farmers protest it. The question is, how 
much feed grain is going to be used if you lower the price? 

My only comment, and I want to thank the Secretary for his 
graclousness—— 

Secretary Benson. Thank you, Senator. 

Senator Symrneron. I think he knows we are both after the same 
thing. 

It seems to me that the presentations are misty. They would never 
stand up for a corporation that wanted to borrow any money. In 
any other committee that I have been in in the Congress, you could 
not make as broad and general a presentation and get the type and 
character of heavy money that comes into this program. 

I would hope in this bill that the Secretary said he was going to 
prepare—on all the crops, not just one or two—that he would say, 
“If you give me this bill, this will be my monetary condition at the 
end of the next year,” so that we will all know what he will do with the 
taxpayers’ money, in the field of agriculture. 

I want to thank the Senator and the Chair for their kindness in 
letting me proceed with these questions on inventory. 

The Cuarrman. Are there any further questions ? 

Senator Humrnrey. I have some questions. 

What is the questioning system which we are using, Mr. Chairman ! 
Are we going by seniority ? 

The Cuatrman. No. 

Senator Youne. I would like to make an insertion in the record 
which I mentioned a while ago. 

Mr. Secretary, you stated that the price of corn and the price sup- 
port program had little relation to hog prices. If I understood you 
correctly, you said that raising price supports, had little effect on 
hog prices. 

I mentioned the speech that Mr. Morse made several years ago in 
which he claimed just the opposite. I would like to quote part of 
that speech and have the entire speech inserted in the record if it is 
still available. 

In Chicago, Ill., when Mr. Morse appeared at the Corn Belt Live- 
stock Feeders Association on February 13, 1954, he had this to say: 

About one-half of the corn that is fed is sold as pork. 

Hog prices have no prices supports, yet the principal feed grain for hogs has 
carried a high, rigid price support. It is this situation that has encouraged 


the present surplus of corn—while housewives are paying over 119 percent of 
parity equivalent for bacon, ham, and other pork products. 


= you were blaming this high price of hogs then on the price support 
or corn. 

I would like to have the whole speech inserted as part of the record. 
I think you were taking a directly opposite position then. 

The Cuamman. Without objection that will be done and permis- 
sion will be granted to Mr. Morse to make answer to it. 

Mr. Morse. Yes, I would like to file this. 
(The speech and answer by Mr. Morse are as follows :) 








prot 
94,6 
con: 

B 
11 | 
195+- 
sma 
3 pe 
far! 

F 
rais 
bee! 
fall 

I 
far 
sys 
fac 
use 

\ 
car 
ear 
hig 

7 
dri 
ves 
ha 

7 


PRESIDENTS FARM MESSAGE, 1959 153 


THE ADMINISTRATION’S FARM PROGRAM 


Address by True D. Morse, Under Secretary of Agriculture, before the Corn 
Belt Livestock Feeders Association, Chicago, Ill., February 13, 1954 


At noon yesterday the Department of Agriculture released the official livestock 
numbers as of January 1, 1954. It gives the basis for projecting plans for 
livestock farming operations for the year ahead. 

Attention centered on cattle numbers. 

It comes as a surprise to many that regardless of the drought and cattle 
problems of last year—cattle numbers went up to a new alltime high record of 
94,677,000 head. This is up 1 percent. Cattle numbers have increased for 5 
consecutive years. 

Beef cows increased 6 percent last year. Steers 1 year old and older decreased 
11 percent. Milk cows and heifers 2 years old and older on farms January 1, 
1954, were 3 percent more than a year earlier. Hog numbers dropped to the 
smallest number since 1938—down 11 percent in 1 year. Stock sheep declined 
3 percent. The net effect is a decrease of 1 percent in livestock and poultry on 
farms and ranches. 

Farmers are storing too much corn to sell to the Government and are not 
raising enough hogs. Farmers with cows that should be culled, out of both 
beef and dairy herds, should sell as many of such cows as practical before next 
fall. Prices of cows are usually at their seasonal low in the fall. 

It is encouraging to see the great interest being shown in the proposed new 
farm program. There is growing recognition of the shortcomings of the present 
system of high rigid price supports. There is an increasing appreciation of the 
fact that farmers must have a flexible program that will move products into 
use, instead of into Government storage. 

Wheat carryover July 1 will equal the domestic needs for a full year. Cotton 
carryover doubled last year and at the end of this crop year will be enough to 
care for the Nation’s needs for a full year. Corn carryover will reach a record 
high if a normal crop is produced. 

The Government owns approximately a billion pounds of butter, cheese, and 
dried milk and is rapidly having to take more. The Government owns enough 
vegetable oils to make more than a billion pounds of margarine. It costs nearly 
half a million dollars per day just to pay storage on Government-owned stocks. 

The Government has about $634 billion in purchases and loans and other 
commitments covering farm products—and Congress is faced with the necessity 
of increasing the borrowing authority for supports up to $8.5 billion. 

President Eisenhower has recommended to Congress a sound, workable pro- 
gram that will bring more farm prosperity over a period of years, and that 
will help strengthen instead of weaken the national economy. Farmers need 
to be deeply concerned lest continued piling up of farm surpluses may com- 
pletely discredit the whole farm price support program. That would be most 
unfortunate ; that must not happen. 

Already the debates in Congress are bringing out such expressions as: 

“* * * T think I am qualified by the character of my district and the people 
in it to say a word for the 140 million forgotten people who pay these farm 
support subsidies, both in higher prices and taxes.” 

Another Congressman said: “Representatives from city districts are beginning 
to wake up because their people are beginning to wake up and let me assure you 
that their people will wake up more and more * * *” 

There is urgent need to place farm programs on a sound basis to insure ample 
supplies of food and fiber for consumers and a fair share of the national income 
for farmers. 

The country will be turned back to the philosophy of scarcity that was tried 
and found wanting in the 1930’s, if the administration’s new farm program is not 
put into operation. 

This is one of the many reasons we feel confident that as the new program is 
discussed more and more throughout the country and in the Congress it will gain 
the understanding needed for its enactment. 

America did not become great on an economy of scarcity nor will it remain 
great under such an approach. Restricted production is not the road to prosper- 
ity over the long pull. As we have learned through the years, a dynamic economy 
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requires increased production and increased consumption. This is the way to 
more enjoyment of the better things of life by more people—the way to maintain a 
high level of living. 

This is as true in farming as in manufacturing. To be prosperous the farmer 
must produce. The new farm program is geared to just such a philosophy. It is 
aimed at eliminating as soon as possible Government restrictions on farm pro- 
duction. Acreage and marketing controls are at best temporary expedients— 
price alone is not the sign of prosperity. We dare not follow the scarcity and high 
price theory. Farm income is the product of price times volume—dollars times 
bushels, pounds, or tons. 

Basic management principles must not be violated if farm and national pros- 
perity are to be maintained. A big farm output is necessary for the most profit- 
able farming. Restricted volume usually cuts farm profits. 

Certainly leaders of business and industry know the stimulating effect as new 
dollars of income originate from farms and feed through the economic blood- 
stream of the Nation. People have more work. Labor has more income. More 
business is transacted. There are more goods for industry to process, store, trans- 
port, and sell. 

This decision between scarcity and dynamic production is so vital it affects 
every citizen, not just farmers alone. Agriculture must be dealt with as a total 
industry—taking in all those who produce, process, store, finance, sell, and other- 
wise work with farmers and farm products. The narrow view is to consider only 
the 16 percent of the population now living on farms. Such a limited approach 
will restrict agricultural progress. 

Farmers would be quite helpless in our modern economy if they did not have all 
the services which enable them to produce and sell in a way to operate profitably. 
To produce, they require of industry: machinery, tractors, oil, gas, fertilizer, 
seeds, chemicals, finances, and many other services. To sell, farmers require the 
services of trucks, railroads, airplanes, processing plants, storage, advertising, 
and all the retail facilities of stores, restaurants, and hotels. 

The damage to the total economy of the present price support program needs the 
careful consideration of every citizen. Large production from the Nation’s farms 
helps maintain a high level of business activity, which in turn helps maintain 
national prosperity. 

Labor, too, must have full employment in productive enterprises. Full agri- 
cultural production helps maintain full employment. When workers have good 
incomes it helps insure strong markets for farm products. 

Thus the cut in farm and business activity being imposed on the Nation by 
the operations of the present farm program is of major concern. 

Many farmers protest that they will be unable to operate profitably under 
acreage restrictions that have been announced. Congress has acted to give 
temporary relief from the drastic acreage reductions of the present law but there 
still may be over 20 million acres go out of the three important crops of wheat, 
cotton, andcorn. The shock on business and on the total economy may be serious. 

Last September I pointed out that prospects for prices of livestock did not 
warrant undue pessimism. The Bureau of Agricultural Economics was saying, 
“Several signs reveal a lack of confidence in the price outlook for meat 
animals. * * * Taken together they suggest that livestock producers are appre- 
hensive both as to the short-term and long-term future. * * * 

“In any period such as this it is difficult to know when a turning point has 
been reached. Almost always each wave, whether of optimism or of pessimism, 
carries higher and longer than it should. * * * 

“Livestock producers often shift from overoptimism to overpessimism, and 
may be doing so again.” 

Cattle prices have been strengthening in recent months. Now our economists 
are saying: ‘Production of meat this winter is expected to be moderately 
smaller than last winter. Fewer cattle and lambs are on feed and hog slaughter 
will be down. 

““* * * stocks of meat in cold storage are smaller than a year ago. 

“Prices of meat animals will probably reflect the reduced supplies of meat. 
Prices of finished cattle of the higher grades seem likely at least to hold their 
present level this winter.”’ 

There is a cattle price cycle, which is roughly the inverse of the number cycle. 
The price cycle fluctuates through a wider range than the number cycle. At 
the peak of the price cycle, prices will be about 50 to 75 percent above their low. 

This cycle has been operative for the past 80 years, as far back as we have 
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records. It has continued with some modifications despite war and peace, 
despite inflation, despite price ceilings, and price floors. 

The price cycle has its origin in the fundamental forces of supply and demand, 
not in the political events which are a lazy man’s explanation for anything which 
is difficult to understand. 

For a number of years prior to 1952 we were on the rising phase of this price 
cycle. It was great while it lasted but it could not last forever. While we were 
reaping the advantages of a rising price level and a rise in the cattle price cycle, 
we were blessed with a third favorable condition: the weatherman was coopera- 
tive and the feed supply was generally abundant and comparatively cheap. So 
we had rising prices, plenty of feed, good feeding margins, and increasing herds. 
About all you needed to be a successful cattleman was a venturesome spirit and 
a line of credit. 

That is behind us now. The increase in the number of cattle, which had con- 
tinued uninterrupted for 4 years, apparently has been brought to an end. How- 
ever, there is evidence that the worst of the price decline is behind us. Feeder 
cattle were bought last fall at prices which provide Corn Belt feeders with the 
prospect of a good feeding year, though these prices gave little comfort to 
ranchers. 

Pork continues in short supply and lends some strength to the cattle market. 

The general levels of wholesale prices, business activity, and consumer income 
seem likely to remain fairly high. We should be everlastingly grateful that the 
adjustment in the cattle business has come at a time of general prosperity, 
which facilitated the necessary changes. 

Cattlemen are regaining their market. We are eating our way out of the 
cattle problem. During those years when the price of beef was high, consumers 
were turning to other products; pork and chicken, for example. The high price 
of beef was almost a stock joke. This kind of thing has hurt many a business, as 
it is hurting butter today. It hurt the beef business. The adjustment was rough, 
but years from now we may look back and say it was a good thing to win back the 
beef market and urge into other lines of activity the recent crop of speculative 
feeders and windshield farmers who were led, by the favorable events of the past, 
to believe that they were cattlemen. 

The long run future of beef is definitely bright. Beef is a symbol of good living. 
The American public likes beef. And the size of that public is growing. Cattle- 
men have a major interest in the new farm program recommended by President 
Eisenhower to Congress. They have free, flexible prices—and do not want direct 
price supports. 

They are, therefore, entitled to have fiexibility in the costs of the feeds. 

Sound farm program legislation was enacted in 1948 and 1949. It needs to 
be allowed to go into effect for the “basic crops.” That is the major recom- 
mendation of President Eisenhower, made in behalf of the administration. 

Under the provisions of the Agricultural Acts of 1948 and 1949 the Govern- 
ment will— 

1. Support the prices of basic crops of those farmers who cooperate with 
acreage allotments and marketing quotas when such are in effect ; 

2. Announce the price-support-level for various crops before those crops are 
planted, insofar as practicable ; 

3. Support price levels at up to 90 percent of parity. For some products a 
schedule of price floors will also be provided as authorized by the 1949 act, rang- 
ing from 75 to 90 percent of parity, according to the relationship of total to 
normal supply ; and 

4. Vary the minimum price-support level 1 percentage point for every 2 per- 
centage points of variation in the supply percentage. If the supply is short, 
higher support levels will encourage production. If the supply is overabundant. 
a lowered price support will stimulate consumption. Thus, not only will a floor 
be placed under all basic crop prices, but variations in price and supply will tend 
to offset each other, and thus stabilize the income of the farmer. 

It is proposed that corn price supports would change 1 percentage point for 
each 1 percentage point of change in supply. 

There is nothing new or revolutionary in the principles of flexible farm price 
supports. It was in the platforms of both political parties in 1948. Such sup- 
ports apply to most of the crops and products now subject to price supports. 

There was overwhelming bipartisan approval of flexible price supports in the 
enactment of the Agricultural Acts of 1948 and 1949. Congress looked ahead and 
provided that mandatory 90-percent supports for the basic crops should end 
with the 1954 crops. No change in this schedule has been proposed. 
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Congress has also provided that cotton, corn, wheat, and peanuts would be 
under the modernized parity formula, beginning January 1, 1956. No change is 
proposed in this schedule. 

In two ways preferred treatment has been given these four “basic” crops. They 
have both mandatory price supports at 90 percent, and supports figured on the 
basis of old parity. 

With minor exceptions, these are the only four crops that retain the advan- 
tage of old parity. This advantage is peanuts, 20 percent or about 2.7 percent per 
pound ; wheat, 16 percent or about 38 cents per bushel; corn, 11 percent or about 
19 cents per bushel; and cotton, 5 percent or about 1.6 cents per pound. These 
are figures based on recent calculations. 

Sales of the six basic crops that have mandatory 90 percent of parity price sup- 
ports account for only 23 percent of the cash farm income. These are the only 
farm crops for which parity is still calculated on the horse-farming pre-World- 
War-! period of 40 years ago—1909-14. 

Supports for other products are based on the new modernized parity. As a 
matter of simple justice, all farm crops are entitled to equal consideration. 

Corn is not a cash crop and should not be dealt with as such. It is sold pri- 
marily as meat, milk, and eggs. Only about 25 percent is sold in commercial 
trade. 

About one-half of the corn that is fed is sold as pork. Hog prices have no price 
supports, yet the principal feed grain for hogs has carried a high, rigid price 
support. It is this situation that has encouraged the present surplus of corn, 
while housewives are paying over 119 percent of parity equivalent for bacon, 
ham, and other pork products. 

Most of the corn that is sold for cash by farmers eventually is bought by other 
farmers, as cattle feeders well know. Therefore, income for corn to one farmer 
becomes an expense to the farmer who buys corn or feeds containing corn. 

A large part of the expense of dairy farmers in the production of milk is feed 
costs. 

Farmers producing eggs, broilers, and turkeys typically buy all or most of their 
feed, and it is over one-half of their costs. Poultrymen have preferred not to 
have price supports; yet their principal feed, corn, has high fixed supports. It 
is such considerations which led the administration to recommend more flexibility 
in corn price supports. 

The change to the new program will be gradual. Farmers will have ample time 
to adjust to the new support operations. No change will be made for the basic 
crops produced during 1954. 

For 1955, price supports would be started with equitable supports by use of the 
provision for insulating excess surpluses from the markets. It will be 1956 be- 
fore the transition to modernized parity would start. It may be 1960 before the 
transition to modernized parity would be completed. 

This shows the moderate program and procedure that the administration has 
proposed. “The key element of the new program is a gradual adjustment to new 
circumstances and conditions.” There will be strength added by expanding mar- 
kets, which in turn will require less cuts in production. The net result will be a 
strengthening of farm income as the program goes into effect. 

The President said, “In keeping with the policy of gradual transition, the Sec- 
retary of Agriculture will use his authority under the Agricultural Act of 1949 to 
insure that year-to-year variations in price support levels will be limited.” 

There will be fewer problems with diverted acres; there will be less need for 
acreage restrictions. 

We are not suffering from overproduction nearly as much as we are from un- 
balanced production. Consumer demand both here and abroad continues at or 
near record high levels. There is a market for more farm products for high level 
diets. For example, wheat farmers will do well to look at the possibility of using 
more wheat for feed before agreeing that rigid high supports and drastic acreage 
restrictions give them the highest and most profitable incomes. Nebraska Agri- 
cultural College points out that “a bushel of wheat may be converted into either 
68 one-pound loaves of bread or 4 pounds of meat. It is much easier to consume 
meat.” 

There are widespread areas in which our people do not consume enough meat, 
milk, and eggs. Every major city has people suffering from malnutrition and 
lack of adequate diets. Markets for farm products can be expanded to give our 
population more vigor and health through higher level diets. In this atomic age, 
people are eating more steaks, ham, bacon, and chicken, and less potatoes, bread, 
and gravy. 
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Moderate price adjustments, when supplies are large, will operate in two 
directions. More products will flow into use. Land that cannot be profitably 
cultivated will tend to move into pasture and hay. 

Price will perform more of its normal function of bringing production and 
consumption into balance. 

There are no changes proposed in price-support provisions for most crops, 
livestock, and poultry. The tobacco and sugar programs will continue as at 
present. 

There would be no change for meat animals, dairy products, poultry, and eggs. 

Feed grains other than corn, and oilseeds other than tung nuts, would continue 
under the same price-support provisions as at present. 

The new program would be allowed to start without the handicap of the huge 
surpluses of farm commodities which the present program has piled up. 

The President asked Congress for authority to set aside reserves up to the 
value of $2,500 million from the stocks presently held by the Commodity Credit 
Corporation. Broad discretionary authority should be provided to manage these 
“frozen” reserves. 

He said, “Destruction of surplus commodities cannot be countenanced under any 
circumstances. They can be insulated from the commercial markets and used 
in constructive ways. Such uses will include school-lunch programs, disaster 
relief, aid to the people of other countries, and stockpiled reserves at home for 
use in war or national emergency.” 

The President in his budget message has requested authority to use $1 billion 
worth of accumulated surplus products over a 3-year period for the purposes 
indicated. 

The administration’s farm program is not just to benefit farmers—it is a 
program for all in the Nation. It will increase the well-being and prosperity of 
all the people. That is why President Eisenhower has given it such close study. 

If studied and considered in such light, it will be accepted, because it is sound 
and practical. It will make a major contribution to our future economic growth 
and stability. It leads along the path of progress and increasing prosperity for 
farmers and their customers. 

The program will give greater freedom of choice and action and will reduce 
the need for governmental action to attain adequate incomes for farmers. 

The new agricultural program is designed for all our 16 million people and 
the millions of others who will be rapidly added to our populations in the years 
ahead. Thatis why it will best serve the farmers of the Nation. 


ANSWER BY MR. MORSE 


At the time this speech was delivered—in February 1954—the price support 
for corn was $1.60 per bushel. Many farmers who formerly raised hogs and 
fed their corn were finding it much easier and simpler to merely crib up their 
corn and turn it over to the Government rather than feed it or sell it in the 
market. 

Here was a situation, as I brought out, where hogs were bringing over $25 
per hundredweight, almost the highest prices on record. Housewives were 
paying at the rate of 119 percent of parity for bacon, ham, and other pork 
products. The Government, by high rigid price supports for corn, was con- 
tributing to a distortion of normal hog-production patterns—causing a boom- 
bust condition for hog producers. 

The rigid corn price support helped cause the major distortion of the hog 
price cycle. By the fall of 1954 hog prices were sliding, and by the fall and 
winter of 1956 hog prices were at drastically low levels. Normally farmers 
would have earlier started producing more hogs and feeding more corn when 
such a favorable corn-hog ratio exists, and they would not have increased 
production so sharply. 

If this distortion had not occurred at the time when it was exceedingly 
favorable for farmers to feed corn, and if similar distortions had not been in- 
duced in other agricultural operations, we would not now have the large 
amounts of surplus feed grains accumulated. These surpluses have been and 
continue to depress the prices of feed grains to farmers. Livestock prices 
would not have shown such wide swings—farmers would have had fewer prob- 
lems and now be on a much sounder basis for the future. 


38296—59——11 
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The Cuarrman. Any further questions? 

Senator Humpurey. Yes, Mr. Chairman. 

The CuHarrMan. Senator Humphrey. 

Senator Humpurey. Mr. Chairman, I regret that I was not here 
yesterday but I was able to find the time to read the Secretary’s 
presentation and the elaborate documentation that came with it. I 
might say to the Secretary that I am not here to have an argument, | 
am here to try to find out some facts and to get some information on 
which we can base further legislative policy. 

As I understand it, Mr. Secretary, the general thesis, the general 
theory of your price support position was as stated by Senator Wil- 
liams when he said that the high price support or what was called 
high, the 90 percent of parity price support, encouraged production, 
which according to your view was a wartime stimulant to provide 
the necessary production needed for the defense of our country. Is 
that correct ? 

Secretary Benson, Yes, Senator Humphrey. That was certainly 
one of the major factors. I think that was why the Congress im- 
posed them, was to stimulate production. 

Senator Humpurey. All right. Now is the other side of that 
coin that. as you lower price support you decrease production ? 

Secretary Benson. I think farmers respond rationally to price 
changes. We see it every day in various commodities. That is the 
general tendency ; yes, sir. 

Senator Humenrey. That is your feeling ? 

Secretary Benson. That is my feeling. 

Senator Humpnrey. Your feeling is that as you lower price sup- 
ports you discourage production Q 

Secretary Benson. That is true. As a matter of fact we have a good 
example of what happened in wheat when we kept wheat prices pegged 
at above competitive levels. We gradually expanded the Wheat Belt. 
Ww e increased production in marginal areas, in the Southwest, in the 

<ast, on small farms, small acreages. Where they had allotments of 
4 acres they went up to a maximum of 15. That is the general result; 
yes, sir. 

Senator Proxmire. Would the gentleman yield on that particular 
point ? 

Senator Humpnurey. Yes; I will yield. 

Senator Proxmire. Does the Secretary mean that lower prices dis- 
courage production of the particular crop or discourage all pro- 
duction ? 

Secretary Benson. It has a tendency to discourage the production 
of that particular crop. 

Senator Proxmire. Does it have any effect on overall farm. pro- 
duction ? 

Secretary Benson. Yes; I do think prices have effect on overall 
production. As evidence of that, during the war period when we 
imposed these incentive prices, the higher prices, we got an increase 
in production. Farmers can afford to use more fertilizer and other 
inputs. 

Senator Proxmire. How about since the war with the prices being 
dropped steadily ? 
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Secretary Benson. If the price is high enough to bring that mar- 
ginal land in. Of course we have had these great tec -hnologic al factors. 

Senator Proxmire. Haven’t those been the real factors? Isn’t it 
true that we have had a steady increase in production because of tech- 
nological advances in production ? 

Secretary Benson. Yes. 

The Cuarrman. That and good weather. We have never been so 
blessed in the last 7 or 8 years as we have been this year. 

Senator Humpnurey. I am not an expert on weather. I remember 
a few years ago we had floods and droughts, and the good Lord has 
given us His Dlessings and some of his admonishments, I would say, 
with equanimity. 

Secretary Benson. That is true. But I think last year tha® we 
have never had the weather so universally good at planting time, 
during the growing season, and at harvest time. 

Senator Humpurey. All I can say is that I am happy that our 
prayers have been answered. 

Secretary Benson. I am very glad too that our worries are too much 
rather than too little. 

Senator Humpnrey. So am [. I think we both agree on that. I 
ask this question about philosophy, Mr. Secretary, because I think 
this is the heart and core of what we do legislativ ely. I believe that 
Senator Proxmire and Senator Ellender both have put their finger 
on the factor of technology of agriculture and the tremendous develop- 
ments in the field of fertilizers and feeds and production techniques. 
This has complicated our problem. There is no doubt about. it that 
regardless of what our parity percentages are, what our acreage al- 
lotments ar e, we constantly are faced up with the advances of tech- 
nology and the efficiency of our farm producers. 

Secretary Benson. That is right. 

Senator Humpurey. We are trying to encourage that efficiency. 
That is part of the American way of life. We try to encourage this 
technology. But, Mr. Secretary, I have examined some production 
statistics, not only of this year, but in the past, relating to prices of 
agricultural commodities and acreage and production; three factors, 
prices of commodities whether they were supported or not supported, 
acreage, and then the total production. I have not yet been able to 
find any relationship between the reduced price for a commodity and 
a reduction in production until you get the price to a point where 
it is disastrous. I mean you get the price to a point of around 50 
percent of parity or 55 percent of parity which means ruination, 
and after you have ruined the farmers they don’t produce. I think 
that is a statement that could be concurred in. But, as I recall it, 
you have never applied a price support of less than 60 percent of 
parity, have you? 

Secretary Benson. I think that is right, Senator. 

Senator Humpnrey. Sixty percent of parity. 

Secretary Benson. I think in most cases it has been well above 60. 

Senator Humpurey. Do you plan on having any price supports 
below 60 percent of parity ? 

Secretary Benson. The Congress in the act that was passed in 
1948, as I recall, did have the support at a range of 60 to 75. 
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Senator Humpurey. I am not talking about range. It is like 
buying an automobile and they tell you how fast and how far it will 
go according to the speedometer, but you don’t go that fast. 
Secretary Benson. We would have gone below 60 had we thought 
it was best for the commodity involved. 
Senator Humpeurey. But you have not. 
Secretary Benson. I think our record will show that. 
Senator Humenrey. Have you asked for any mandatory price sup- 
ports below 60 percent of parity ? 
Secretary Benson. We have asked that their range be widened, 
that we be given this same range for the basic commodity that we have 
for the nonbasic or nonmandatory commodity. That range is all 
the way from zero to 90. We have had that on feed grain right along, 
on soybeans, and on many other commodities, but with that range 
we have never gone below 60, as you indicated. We have also indi- 
vated that same recommendation that if the Congress preferred the 
60 to 90 we felt that probably that would be an ample spread. 
Senator Humpnrey. Because you had no intention of going below 
60 ¢ 
Secretary Benson. We saw then no particular reason for going 
below 60. 
Senator Humernurey. Mr. Secretary, since you saw no particular 
reason to go below 60 percent of parity, even though the surpluses 
were accumulating, in other words the acquisition of inventories was 
being accelerated, apparently you did not feel that going below 60 
percent of parity would be of any particular help on curbing produc- 
tion. Isn’t that right? 
Secretary Benson. Our thought was that we probably would not 
need to go below 60 to permit the commodity to flow into consumption. 
In other wor ds, the. market price would probably be at or above the 
60 percent. 
Senator Humpurey. Flow into consumption? Who is going to 
consume it even if it is at 60 percent of parity? Do you think you 
are going to eat any more wheat when it gets down to 60 percent of 
par it y or 50 percent ? 
Secretary Benson. You will have a greater balance in your wheat 
roduction, Senator. In the first place when the price gets somewhat 
ower some of it will start flowing into feed. 
Senator Humpurey. Feed for whom ? 
Secretary Benson. Feed for livestock. 
Senator Humpurey. What about the other livestock feed that is in 
sul * a 

Secretary Benson. Particularly in the areas where they normally 
do not grow corn and where there is a shortage of feed grains, the 
Pacific Northwest, for example, where they used to feed wheat but 
now they are producing more and more of their beef without grain, 
if they had grain at a reasonable price they would feed it. 

Senator Humpurey. To what! 

Secretary Benson. The livestock. 

Senator Humpurey. The livestock are well fed now. 

Secretary Benson. They are not finished as well as they would be 
otherwise if they had the grain. 

Senator Humpurey. What would happen to the livestock if we 
finished off a few more livestock ? 
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Secretary Benson. I think the livestock market would hold. There 
would be an increase in the finish of the cattle and some increase in 
weight. 

Senator Humpurey. Mr. Secretary, I am not trying to be 

Secretary Benson. May I continue? You get some adjustment at 
that end. Then on the other hand there would be a lot of the mar- 
ginal land that was originally in grass and would never have been 
broken out of the grass if it had not been for the appeal to help out. 
Much of that land will go back into grass where it should be. 

Senator Humrpurey. If you mean that they go out of production, I 
think there is some truth to that, Mr. Secretary. 

Secretary Benson. No, they would go back into the production 
they had before. They would go back into grass and a lot of that 
land would have its best use. Its best use is not wheat. 

Senator Humpnrey. I want to take one thing at a time. You make 
avery quiet, calm, polite, effective presentation. 

Secretary Benson. You are very complimentary. 

Senator Humrurey. It is very true. You are very persuasive, but 
I think we ought to examine the logic of the persuasion. You were 
not talking about taking things out of production. You were not 
talking about removing a crop from production and getting back 
into grass. You were saying if we lowered the price you would in- 
crease consumption. My question is: Who is going to consume it? 

Secretary Benson. As I pointed out 

Senator Humpurey. What kind of animals are going to consume 
it? If there are more animals that are going to consume it what 
happens to the price of the animal ? 

Secretary Benson. You get some increase in the consumption of 
feed grains. Some of the wheat would flow into feed. We nor- 
mally feed as I mentioned 200 million bushels. That is about the 
amount we have been producing in excess. But we had it priced at a 
level so that it didn’t flow into feed. 

Senator Humpnrey. Haven’t we had other feed grains in abundance 
that were alternates ? 

Secretary Benson. In certain areas we have. In certain areas there 
has been a deficit. 

Senator Humpnurey. A deficit of their local production but not a 
deficit of supply. 

Secretary Benson. No. If they wanted to pay the high price to 
move it great distances by freight. 

Senator Humpnrey. They can feed grain today at lower prices than 
they can buy wheat, even under $1.20 a bushel. 

Secretary Benson. They can buy it cheaper than the wheat is 
priced. 

Senator Humpurey. They can buy it cheaper at $1.15. 

Secretary Benson. Wheat has a premium, Senator Humphrey. Its 
feed value is about 10 percent higher than corn, so the price of wheat 
would not need to go to the price of corn before they started feeding. 

Senator Humpnurey. What is it related to grain sorghum? Is it 
about 12 percent ? 

Secretary Benson. I would have to check that with our technicians. 

Mr. McLar1n. Around that neighborhood. 

Secretary Benson. Around 12 or 13. Some of that would start 
moving into feed. 
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Senator Humrnurey. I am not talking about range. is like 
buying an automobile and they tell you how fast and how i it will 
go according to the speedometer, but you don’t go that fast. 

Secretary Benson. We would have gone below 60 had we thought 
it was best for the commodity involved. 

Senator Humpenrey. But you have not. 

Secretary Benson. I think our record will show that. 

Senator Humpurey. Have you asked for any mandatory price sup- 
ports below 60 percent of parity ? 

Secretary Benson. We have asked that their range be widened, 
that we be given this same range for the basic commodity that we have 
for the nonbasic or nonmand: atory commodity. That range is all 
the way from zero to 90. We have had that on feed grain right along, 
on soybeans, and on many other commodities, but with that range 
we h»ve never gone below 60, as you indicated. We have also indi- 
‘ated that same recommendation that if the Congress preferred the 
60 to 90 we felt that probably that would be an ample spread. 

Senator Humpurey. Because you had no intention of going below 
60 ¢ 

Secretary Benson. We saw then no particular reason for going 
below 60. 

Senator Humpurey. Mr. Secretary, since you saw no particular 
reason to go below 60 percent of parity, even though the surpluses 
were accumul: iting, in other words the acquisition of inventories was 
being accelerated, apparently you did not feel that going below 60 
percent of parity would be of any particular help on curbing produc- 
tion. Isn’t that right? 

Secretary Benson. Our thought was that we probably would not 
need to go below 60 to permit the commodity to flow into consumption. 
In other words, the. market price would probably be at or above the 
60 percent. 

Senator Humpurey. Flow into consumption ? Who is going to 
consume it even if it is at 60 percent of parity? Do you think you 
are going to eat any more wheat when it gets down to 60 percent of 
parity or 50 percent ? 

Secretary Benson. You will have a greater balance in your wheat 
roduction, Senator. In the first place when the price gets somewhat 
ower some of it will start flowing into feed. 

Senator Humpurey. Feed for whom ? 

Secretary Benson. Feed for livestock. 

Senator Humpurey. What about the other livestock feed that is in 

surplus? 

Secretary Benson. Particularly in the areas where they normally 
do not grow corn and where there is a shortage of feed grains, the 
Pacific Northwest, for example, where they used to feed wheat but 
now they are producing more and more of their beef without grain, 
if they had grain at a reasonable price they would feed it. 

Senator Humpurey. To what? 

Secretary Benson. The livestock. 

Senator Humrpurey. The livestock are well fed now. 

Secretary Benson. They are not finished as well as they would be 
otherwise if they had the grain. 

Senator Humpurey. What would happen to the livestock if we 
finished off a few more livestock ? 
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Secretary Benson. I think the livestock market would hold. There 
would be an increase in the finish of the cattle and some increase in 
weight. 

Senator Humpurey. Mr. Secretary, I am not trying to be—— 

Secretary Benson. May I continue? You get some adjustment at 
that end. Then on the other hand there would be a lot of the mar- 
ginal land that was originally in grass and would never have been 
broken out of the grass if it had not been for the appeal to help out. 
Much of that land will go back into grass where it should be. 

Senator Humpurey. If you mean that they go out of production, I 
think there is some truth to that, Mr. Secretary. 

Secretary Benson. No, they would go back into the production 
they had before. They would go back into grass and a lot of that 
land would have its best use. Its best use is not wheat. 

Senator Humpnurey. I want to take one thing at a time. You make 
avery quiet, calm, polite, effective presentation. 

Secretary Benson. You are very complimentary. 

Senator Humrurey. It is very true. You are very persuasive, but 
I think we ought to examine the logic of the persuasion. You were 
not talking about taking things out of production. You were not 
talking about removing a crop from production and getting back 
into grass. You were saying if we lowered the price you would in- 
crease consumption. My question is: Who is going to consume it? 

Secretary Benson. As I pointed out 

Senator Humpurey. What kind of animals are going to consume 
it? If there are more animals that are going to consume it what 
happens to the price of the animal ¢ 

Secretary Benson. You get some increase in the consumption of 
feed grains. Some of the wheat would flow into feed. We nor- 
mally feed as I mentioned 200 million bushels. That is about the 
amount we have been producing in excess. But we had it priced at a 
level so that it didn’t flow into feed. 

Senator Humpnurey. Haven’t we had other feed grains in abundance 
that were alternates ¢ 

Secretary Benson. In certain areas we have. In certain areas there 
has been a deficit. 

Senator Humrnurey. A deficit of their local production but not a 
deficit of supply. 

Secretary Benson. No. If they wanted to pay the high price to 
move it great distances by freight. 

Senator Humpnrey. They can feed grain today at lower prices than 
they can buy wheat, even under $1.20 a ‘bushel. 

Secretary BENSON. They can buy it cheaper than the wheat is 
priced. 

Senator Humpurey. They can buy it cheaper at $1.15. 

Secretary Benson. Wheat has a premium, Senator Humphrey. Its 
feed value is about 10 percent higher than corn, so the price of wheat 
would not need to go to the price » of corn before they started feeding. 

Senator Humrnurey. What is it related to grain sorghum? Is it 
about 12 percent ? 

Secretary Benson. I would have to check that with our technicians. 

Mr. McLarn. Around that neighborhood. 

Secretary Benson. Around 12 or 13. Some of that would start 
moving into feed. 
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Senator Humepnurey. Then what happens to the sorghum? 
Secretary Benson. Then you get the total area planted into wheat 
more nearly what it was before the war when we started stimulating 
production by high incentive prices, never intending to use it in peace- 
time. Our difficulty, Senator, is in 3 or 4 crops. The great bulk of 
it, four-fifths of it, is free of any controls. It is getting along fairly 
well and maintaining pretty good balance. It is where we have been 
tinkering with the prices, trying to fix them at artificial levels, and 
trying to control production, which we cannot do under this tech- 
nological revolution that you have referred to has failed. 

I think you must admit that our attempts at price fixing have largely 
failed. Our attempts at controlling production have failed, and why 
continue a program that is bankrupt ? 

Senator Symrineron. That is what we are asking you. Are you 
going to come in and say, “Let us eliminate price supports” ? 

Secretary Benson. We have recommended the changes that are 
necessary to do the job. 

Senator Symineton. You have said that every year for 6 years. 

Secretary Benson. We have never gotten what we asked for yet. 

Senator Humpurey. Your thesis is that by lowering supports you 
lower production. That is right, is it not? 

Secretary Benson. Yes; I think that is generally right. 

Senator Humpurey. Have you lowered the production of soybeans 
by lower supports? You have had low supports on soybeans. 

Secretary Benson. Yes; that is true. 

Senator Humpnurey. What has happened? Would you give us a 
year-by-year production and acreage statement as to what has hap- 
pened in soybean production since 1953 ? 

Secretary Benson. Soybeans is an excellent example, Senator, of 
what you can do in the use of a price support mechanism where you 
have freedom 

Senator Humenrey. Yes. 

Secretary Benson. To build markets. 

Senator Humpnrey. Yes. 

Secretary Benson. Twenty years ago we produced about a million 
bushels of soybeans. 

Senator Humpurey. I know the whole story about soybeans. I am 
very familiar with it. I want you to tell me, Are there more acres 
in soybeans in 1958 than there were in 1957 ? 

Secretary Benson. Yes; there are. 

Senator Humpurey. More in 1957 than 1956 ? 

Secretary Benson. The trend is still upward and they are profitable. 

Senator Humpurey. Do you have any soybeans in Commodity 
Credit Corporation ownership ? 

Secretary Benson. We have a few this year. 

Senator Humpurey. How many? 

Secretary Benson. About 10 million bushels. 

Senator Humeurey. Do you have more this year than last year? 

Secretary Benson. Yes. 

Senator Humpnrey. Did you have more last year than the year 
before ? 

Secretary Benson. I have not checked that. 

Senator Humpnrey. Yes; you did. What I am trying to point out 
is that even with the 65 percent of parity, 70 where you have discretion 























- 





hh 










































PRESIDENT’S FARM MESSAGE, 1959 163 


from 0 on up, even at those low support levels you did not decrease 
production. 

Secretary Benson. Why ? 

Senator Humpurey. Look at the man who is giving the argument. 
You say that low supports decrease production. 

Secretary Benson. We did not get a reduction because it was profit- 
able to grow them at the market price and the support level and the 
market expanded. That is the best thing for agriculture. 

Senator Humpurey. Good. You are running into the same prob- 
lem of having to purchase oil and purchase beans. 

Secretary Benson. The quantity is relatively very, very small. 

Senator Humpurey. You have purchased quite a few and you have 
some more coming in. 

Secretary Benson. That is largely because of weather last year. It 
was an abnormally good year. There will be periods even with com- 
plete freedom in the use of the price support mechanism where the 
yields are abnormally good. 

Senator Wiu1aMs. Have not the prices of soybeans for the last 3 
years been 90 percent of parity instead of 70 percent, with problems 
similar to wheat ? 

Secretary Benson. Yes. Soybeans would have been relatively 
much more profitable than other commodities. That is what we have 
in wheat today. 

Senator Humpnurey. I am not arguing that if you had a 90 percent 
of parity without controls that you would not get into incentive pro- 
duction. I am arguing contrariwise and you do not have any facts 
to support your case. What is the support price on oats? 

Secretary Benson. Exactly what you have said is true, Senator. 
We have had high supports and had no controls. Essentially they 
have not been effective. 

Senator Humpurey. What is the support price on oats? 

Mr. McLatn. In dollars and cents or percent of parity ? 

Senator Humpnrey. Parity. 

Mr. McLarn. 70 percent of parity. 

Senator Humpurey. Have you increased the production of oats or 
not ? 

Mr. McLarn. Oats of course are a crop that are the tail end. 

Senator Humrpnurey. Are there more bushels of oats or less? 

Mr. McLain. In 1958? 

Senator Humpnrey. Let us take it from 1954 to 1958. What has 
been the general pattern of the production of oats, which is the lowest 
price supported commodity ? 

Secretary Benson. We can supply them for the record. 

Senator Humpnrey. In general has it gone up or gone down? 

Mr. McLain. The production trend on oats: 1953, was 1,153 million 
bushels. In 1954 it was 1,409 million. In 1955, 1,503 million. In 
1956, 1,163 million. In 1957, 1,301 million. In 1958, 1,422 million. 

Senator Humrurey. So those supports have not reduced produc- 
tion, particularly in relationship to other crops? 

Secretary Benson. In some years it has been down a little. 

Senator Humpurey. Maybe the weather took care of that. 

Secretary Benson. There have been many studies made in this area. 
Did we ask permission from the chairman to put in the record some 
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of the results of those studies made by responsible economists and 
others across the Nation ? 

Senator Humpurey. Yes, I want to ask for that. 

The CuatrmMan. We will file it for the record. 
(The document referred to is as follows :) 


RESEARCH ON SUPPLY RESPONSE 





Research on the response of supply of agricultural products to changes in 
price has received increased attention in the last several years. This emphasis 
has been stimulated by the many proposals made to meet the continuing problem 
of surplus farm products. There is a wide range of opinion among agricultural 
experts as to the extent that price affects production. ‘There are some who even 
question whether the law of supply works for agricultural commodities. And 
statisticians have had difficulty in developing evidence on supply response to 
price change. If a law of supply does really exist, farmers will produce more 
at high prices than at low prices. A price that is too high will lead to surpluses, 
since the high price will restrict consumption and at the same time encourage 
production. 

It is not easy to determine how much farmers will change their production 
when prices change. It takes a while for the farmer to make a change. Pro- 
duction of cattle, or milk, or apples does not—cannot—respond as quickly to a 
change in price as production of broilers, or eggs, or certain vegetable crops. 
Today’s price may affect supplies next month, next year, or 2 or more years in 
the future. During the time it takes for a change in price to affect production, 
other complications may develop such as drought, changed technology, Govern- 
ment allotments and quotas, and other things. For that reason, it is not easy 
to determine just how much a change in price affects the supply of any farm 
product. 

We at Agriculture are examining the effect of changes in price on production 
when adjustments are made within one season. In addition, we are studying 
what total adjustments may be made by farmers over a long period if they 
expected price, technology, and other factors to remain the same. These studies 
are concerned with adjustments in acreage, yield, numbers of animal units, and 
production. Their stated objective is to identify and measure the influence of 
economic factors that affect the supply of farmers for specified crops and live- 
stock products. 

For the major vegetable crops we have found that following a 10 percent de- 
crease (increase) in the farm price growers, on the average, tended to reduce 
(increase) the number of acres harvested in the next season by the following 
percentages: 


Crop : Percent 
Green lima beans___-— ila ia i nce intainis tale aes atonal a areca eee 1.0 
I AT 0 saa ala Alera was neki esa thanked upnailadcdannmed bicinme: 1.5 
i i a a ie ko a 3.6 
NN ca ae la aa ed Tia akisbonwr gic sala ani sehen apse ep pochapnasonagaeniaae 1.4 
I ia al a shah alles is cieietailemdeartahclcaciccbectil 2.9 
NY: hitachi A) cach cade lla ede alan cd patna iaia ies bs ind nc ck din aD tibeh cesd ds Welds ‘3 
a al le tl at hin ae i ta cla li a eh Me 3. 4 
ONG ic pik cnnioce dnc lg eet casas ats te cba aad a rari 3.1 
IRs PN rascal ecagncoea ove Ub inees ios encase oh ahead ee dp akan asa e 
Tomatoes 


When a longer period is allowed for adjusting production to the changed price, 
percentage changes in acreage are substantially larger; for example, 12 percent 
for cabbage; 10 percent for onions; and 9 percent for tomatoes. In deriving 
these longrun elasticities, the analyses assumed that production costs, prices 
received by farmers for other commodities, weather, and other factors have 
remained unchanged. Of course, we seldom experience such unchanged circum- 
stances and therefore, the adjustments we observe may differ from these findings. 

In a study of supply response for potatoes it was found that farmers adjust 
their production plans little from one year to the next in relation to the most 
recent price for potatoes but make adjustments in acreage and yield based on 
what they expect prices to be in the future. The results indicated that fol- 
lowing a 10-percent change in the price expected, farmers would adjust pro- 
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duction, on the average, by about 9 percent in the same direction. However, 
in relation to the year-to-year change of 10 percent in actual price, the production 
response would only be 2 percent. 

In studying the supply response for milk, special emphasis has been given to 
the measurement of influences that affect the number of cows and replacement 
heifers kept for milk. It was found that following a 10-percent change in the 
price of milk, farmers in the first year after the price change tended to change 
the number of cows kept for milk by about 2 percent in the same direction. 
Over a period of several years, if prices, costs, and other factors remain the 
same, farmers would tend to adjust further, with the total adjustment to about 
4 percent. Results from the same study indicate that on the average a 2-percent 
change in output of milk per cow also is associated with a 10-percent change in 
price. The results from a study at the University of Wisconsin under the 
Research and Marketing Act were in line with these findings. The Wisconsin 
study found that on the average a change of from 2 to 3 percent in production 
of milk occurred during the first year following a 10-percent change in price. 
Allowing for a longer period of adjustment, milk production could be expected 
to change from 3 to 6 percent with a 10-percent change in price. 

For eggs we have found that a 10-percent change in the price of poultry rations 
was accompanied by a change in the opposite direction of from 0 to 3 percent 
in the quantity of eggs produced in the next year. A 10-percent change in the 
egg-feed price ratio in the spring of the year was found to induce a change in 
the same direction of about 4 percent in the number of pullets raised for laying 
flock replacement, while a 10-percent increase in the annual egg-feed price ratio 
Was associated with about a 4- to 7-percent change in the opposite direction in 
layers removed from laying flocks. Studies on supply response for eggs made 
by researchers outside of the Department indicates that about two-thirds of the 
time we could expect between a 0- to 4-percent increase in egg production 
following a 10-percent increase in the average price received by farmers. 

For hogs, researchers at the Iowa State College found that when the average 
hog-corn price ratio in the previous October, November, and December changed 
10 percent, the number of sows farrowing the following spring changed about 
6 percent in the Same direction and the number of sows farrowing the following 
fall changed about 3 percent. 

For some commodities, however, there is not common agreement on farmers’ 
supply response to price changes. Wheat is an example. One study shows that 
wheat farmers would be expected to adjust acreage by 9 percent following a 
10-percent change in their price expectations, while their adjustment in acreage 
to a corresponding change in last year’s price would be on the order of 5 percent. 
On the other hand, another study found scant evidence that output of wheat was 
reduced in response to a decline in price, either in the short term or when 
more time was allowed for making production adjustments. These different 
results illustrate the difficulty of investigating some questions of this nature. 
Different results sometimes are obtained because research workers have selected 
slightly different data for studying the problem or have employed somewhat 
different statistical techniques in analyzing them. In such eases often it is not 
possible to say with certainty that one set of findings is right and the other 
wrong, or that truth lies somewhere in between. 


Senator Humpurey. May I ask at this point that the Secretary 
provide us as follows: 

A chart on price support levels on all crops that are price supported 
along with production figures for each year in whatever unit it may be, 
along with the acreage for such crop. In other words, we have a num- 
ber of crops that are price supported from 0 to 90 in that scale. I 
would like the price support level for each crop for each year since 
1953, the production and the acreage. 

I believe that when we get that we will test the theory of whether or 
not lowering supports really decreases production. 

Secretary Benson. I presume, Senator, you would expect us also 
to attach some footnotes of explanation, the effect of the technology 
and other changes that have taken place in agriculture? 
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Senator Humrurey. I think that just comes along with it, Mr, 
Secretary. We have technology every year. 

Secretary Benson. But the upward trend has been greatly accentu- 
ated in the last 10 years particular ly. 

Senator Humpurey. Your thesis is that by lowering supports, you 
lower production. 

My argument is that lowering supports alone does not lower produc- 
tion. You have not any evidence to support your thesis. You make 
the bland assertion with no evidence. 

Secretary Benson. Actually, if you measured those changes, it 
would have to be in terms of the effect with similar conditions. You 
also increase disappearance. 

Senator Humpnurey. That is why I take a period of time. 

Secretary Benson. The increase in technology has to be measured 
off. 

Senator Humrnrey. Mr. Secretary, I will take you back to 1938 to 
1958, a 20-year period, and here we have adequate records. I have 
studied the records; you made them available before. I want them 
in the record again as to relationships of support levels to production 
and acreage. 

Then you draw an honest conclusion as to whether lowering support 
reduces acreage and production. 

Senator Symineron. Will you yield to me? 

Senator Humpurey. Yes. 

Senator Symineron. Mr. Secretary, we are trying to work this 
problem out together. One, you say that the basic problem is that you 
did not lower supports enough, but inasmuch as you haye been tender 
with your controls, for example, changing 

Secret ary Benson. Tender? 

Senator Symineron. Yes, you have not enforced your controls. 

Secretary Benson. We follow the law 100 percent, sir. 

Senator Symrneron. But the law did not make you give the non- 
conformers $1.25 on corn after you s said you were not going to give it. 
The law didn’t say you had to give them that. 

Secretary Benson. It was only fair, Senator, to do it; only fair 
to the corngrowers. I never said I would not provide price sup- 
ports to noncooperators in 1956. 

Senator Symineron. You implemented the law although you did 
not have to do it. You say it is only fair to do it, so you did it. 

As I see it, what you have done the last 6 years has gotten you 
in this box. 

Secretary Benson. I am not in any box. 

Senator Humpnrey. Well, the taxpayer is, and I am one of them. 

Secretary Benson. We are all in it. 

Senator Symineron. I just put you in the box with me. 

You have steadily lowered prices to the point where you try to 
throw the farmer on to a free market despite minimum wage laws 
and the tariffs and all. At the same time, when it was expeditious 
for reasons which are not fully recognized, you have been very tender 
in the enforcement of the controls. 

As a result you have an inventory that is getting right up there. 
Isn’t that the whole story on what we face today ? 

Secretary Benson. The answer to your question is “No,” Senator. 
My judgment is the answer is “No”. 
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Senator Symineron. That is what I wanted to know. 

Senator Humpurey. I yield to Senator Young. 

Senator Youne of North Dakota. You said the cash price of wheat 
was over $3 a bushel in 1947 to 1948. The cash price then dropped 
down to the support level of $2.20 a bushel, down to $2, down to $1.80, 
and it is now the lowest cash price in 10 or 15 years. 

Yet last year we had the greatest production in the history of the 
Nation. How much lower does the price of wheat have to go before 
the trend will start the other way, when the production would go 
down, in your opinion ¢ 

Secretary Benson. Senator Young, you know that any adjustment 
in the support level downward will tend to affect different grades and 
qualities in a different manner. There have been times under present 
supports when some of the better grades were above support, so you 
cannot say that all wheat is going to come down or it is going to go 
up when you say—when you ‘ad just the support level, because it sells 
at different prices, competitively, in the market. T he 1947-48 market 
price of $2.29 was achieved at a time when there were no controls. 
The support price was $1.84 per bushel. I think we mentioned yes- 
terday that in some areas we probably would start moving into feed, 
maybe at $1.40 or $1.50. We do not know exactly. 

In areas where there is a deficit of feed, some of the lower qualities 
would start moving into feed. 

Senator Youne of North Dakota. At what price? 

Secretary Benson. That would tend to strengthen the whole wheat 
market. At the same time, the price of the good quality wheat might 
be well above the support level. 

Suppose you had the support level of $1.49. Good quality milling 
wheat might be well above that. Then it would get these premium 
prices that it is entitled to get. 

That applies to a good deal of the wheat produced in your State, 
sir. 

Senator Youne of North Dakota. I do not think your answer to 
the question has been very responsive. I said the price had gone down 
year after year. 

Last year we had the lowest price in 15 years, and yet we had the 
highest production. I think the wheat produced in North Dakota is 
the best quality of all, yet we have the, one of the, greatest surpluses 
now. 

Secretary Benson. It has been because of the artificial price re- 
placed by some of the lower quality wheats. We have had a tremen- 
dous increase on these small farms, as you know, in the eastern half 
of the United States, in the Southwest, in the land that normally was 
not in wheat. 

In the meantime we have been cutting back the areas that can pro- 
duce wheat most efficiently and we have been expanding acreage in 
the areas of highest cost. That does not make sense. 

Senator Youne of North Dakota. If price support had nothing to 
do with that, I think your freight rates more than anything else, ‘and 
your export policy do have. 

You are going to pay a higher subsidy on wheat than 2 years ago. 
That wheat was supposed to be a lower quality. Yet you emptied out 
al! the ships while the wheat piled up in our area. 
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Secretary Benson. The 15 acres I mentioned is largely in the east- 
ern half of the United States. That is where we have had a good part 
of this increase. 

Senator Youne of North Dakota. When you do not base price sup- 
ports on quality as you should, you are bound to produce poor quality 
wheat. 

Secretary Benson. We do have a premium or a discount on some of 
the lower qualities. 

Senator Youne of North Dakota. I tried to get an amendment on 
the bill in the Senate, and the Department worked their heads off to 
defeat me. You defeated it by one vote. I tried to give you that 
legislation. 

Secretary Benson. We have quality taken into consideration now. 
Maybe it is not to the extent you would like to see it. 

Senator Youne of North Dakota. Why don’t you use it more? Why 
do you want to pile up this poor wheat ? 

Senator Humeurey. I have just one or two questions. 

The Cuatrman. I would like to make a little observation in the 
light of what has been said. 

I have been serving on this committee for the past 22 years. I can 
well remember when Mr. Benson first came before us, that the 90 
percent price support on basics was stated to be chiefly the cause of 
the accumulation of surpluses. 

He advocated that if the Congress should give him the privilege 
of fiexibility from 75 to 90, he thought he could handle the situation. 
We gave him that, and today we are just as bad off as we ever were; 
maybe worse. 

Now we are confronted with another request from him. I want to 
give you assurance, Mr. Benson, that the committee is going to give 
attention to it. 

Secretary Benson. I know you will, sir. 

The Cuarrman. I know the problem is one that is hard of solution. 
The Lord has been good to us. I do not know what you had to do 
with it. Our crops have been bountiful. 

-I want to give you assurance that this committee is going to do 
all it can and take all the bills submitted by you and others and try 
to do something about it, if that is at all possible. 

Secretary Benson. Thank you very much. 

Senator Humprurey. I also want this record to note that with all 
of the changes in the law that we have had in the acreage reserve 
program which has applied to alloted crops and controlled crops and 
which the taxpayers put hundreds of billions of dollars in, this was 
an additional type of control that was to be added in order to sop up 
excess production. 

Secretary Benson. You didn’t mean hundreds of billions ? 

Senator Humpurey. Hundreds of millions of dollars. 

I noted in your statement, Mr. Secretary, a good deal of words 
about the world development program. Iam keenly interested in this 
program. 

Senator Munpr. Will the Senator yield? 

It seems to me it would be illuminating if we could find out what 
the impact of the price support is on acres planted. Acres planted 
disposes the attitudes on price supports. Could you give us the 
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figures as to the impact on price supports up and down on acres 
planted ? ; . 

Secretary Benson. I think we can provide that, Senator. 

Senator Munpr. May we have that in the records? 

The CHarrMAn. Yes. 

(The document referred to is as follows: ) 


STATEMENT FILED BY SECRETARY BENSON 


I see no way of providing a direct answer to this question. I think we will 
have to say that for the basic crops, because of the imposition of acreage 
controls in conjunction with price supports, there is no sitasfactory way of 
isolating the separate effect of the price supports as such. We do know, how- 
ever, that acreage controls have not succeeded in preventing surplus production 
when accompanied by high price supports, as increases in yields have more 
than offset declines in acreage. One can reach no other conclusion than that 
the high price supports continue to induce excessive output and continually 
accelerate the cost of the farm program. Certainly, no country has ever used 
lower price supports as a means of stimulating production. 

We might here, however, refer to a potato study where the influence of prices 
on acreage and yield showed up in support periods, as well as in periods when 
there were no supports. 


{Reprinted by the Agricultural Marketing Service from Agricultural Economics Research, 
vol. X, No. 4, October 1958] 


THE EFFECT OF PRICE ON ACREAGE AND YIELD OF POTATOES 
(By Olman Hee) 


Farmers’ response to price has usually been measured by acreage re- 
sponse. Changes in yield were regarded largely as a consequence of 
weather. Accordingly, the inclusion of such changes would tend to 
obscure the underlying production-price responses of farmers. Weather 
has played a much less important role as a determinant of yields during 
World War II and the postwar period, and the notion of a yield re- 
sponse to price has become a logical assumption in the statistical 
measurement of supply response. The effects of weather were not 
analyzed in this particular study. 

In this paper, relationships between supply of potatoes (as measured 
by acreage and yield response) and expected “normal” price are studied. 
This price differs from previous year’s price. Farmers are believed to 
gage the prospective price for the current crop from an evaluation of past 
prices to form some sort of “normal” price. The prospective or expected 
price is modified each year by the knowledge gained from actual price. 

Two objects are sought: (1) To obtain total elasticity of supply 
measures from elasticity of acreage and elasticity of yield, and (2) to 
evaluate farmers’ response to expected “normal” price as contrasted with 
previous year’s price. The study provides for a single yearly adjust- 
ment to price and therefore does not consider projected adjustments that 
might occur over long periods. 

For valuable assistance given, the author wishes to express his appre- 
ciation to Anthony S. Rojko, Frederick V. Waugh, Will M. Simmons, 
and James P. Cavin of the Agricultural Marketing Service, and Richard 
J. Foote, formerly of AMS. The paper was developed from research 
under authority of the Agricultural Marketing Act of 1946 (RMA, 
title IT). 


This study shows that high prices of potatoes tend to encourage both the ex- 
pansion of acreage and higher yields. It shows also that low potato prices 
discourage the expansion of acreage and tend to hold down the level of yields. 

Previous studies include those of Bean (2), Walsh (9), Pubols and Klaman 
(8), Kohls and Paarlberg (6), Bowlen (3), and Gray, Sorenson, and Cochrane 
(5). The supply elasticity coefficient obtained in these studies measured acre- 
age response to price. They did not attempt to include other facets of the 


1Italic numbers in parentheses refer to literature cited, p. 140. 
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supply function, such as level of technology (sometimes represented by yield), 
prices of input factors, farm income, and labor-leisure relationship. 

These studies consistently found low supply elasticities of acreage response 

to price. Some of these elasticities are as follows: Walsh for cotton, 0.20: 
Kohls and Paarlberg for corn, 0.07, for wheat 0.40, and for potatoes, 0:08: 
Pubols and Klaman for potatoes, 0.23; and Bowlen for the total United States 
crop of wheat, a regression coefficient that did not differ enough from zero to 
justify an elasticity estimate. 
: Despite these low elasticities, some of the studies indicated that it would be 
incorrect to say that price was not an important consideration in the decision- 
making processes of farmers. Rather the conclusions were that the direction 
and extent of farmers’ supply response is influenced by a very diverse set of 
factors that differ among areas, among farms, and over time. 


RESPONSE TO EXPECTED PRICE 


Prices of potatoes vary considerably from year to year. It has been argued 
that farmers would receive lower incomes if they revised production plans in 
relation to these wide swings in prices (6). In making decisions with respect 
to production levels, potato producers are concerned mainly with what the 
current year’s price will be. In other words, potato producers respond, it is 
argued, not directly to the previous year’s price, but to an expected price, though 
this expected price may be based in part upon the previous year’s price. 

Price expectations are shaped by a host of conditions and events. Input-output 
ratios, cost expectations, past prices, and other influences enter into the formu- 
lation of such expectations. Of these, past prices are the most important be- 
cause each past price is a reflection of the factors that affect a short-run market 
supply-demand situation. 

If we agree that producers do not rely solely on last year’s price, we must 
develop an hypothesis that explains the way price expectations are formed. One 
such hypothesis has been advanced by Nerlove (7) in a study of elasticities of 
acreages of corn, wheat, and cotton with respect to expected price. He assumes 
that farmers adjust their expectations of price by the margin of error that they 
made in predicting the previous year’s price. Using this hypothesis, he obtains 
higher elasticities than those obtained from analyses based on previous year’s 
price. Nerlove’s formulation is incorporated in the expectation model discussed 
in the next section. 

THE EXPECTATION MODEL 


Total production (supply) of potatoes in any crop year equals the number 
of acres in potatoes times yield per acre. One could make a study of supply 
response that ignored these individual components and analyze directly the 
factors that affect total supply. However, acreage response and yield response 
are two separate and distinct functions; a considerable quantity of information 
in regard to farmers’ behavior may be lost when only a single supply function 
is considered. 

The formulation presented here considers the elasticity of supply with respect 
to price to be an additive function of the elasticity of acreage and the elasticity 
of yield,’ 

Acreage response function 

The formulation of the expectation model for acreage response follows that 

of Nerlove (7). 


Assumption No. 1.—Acreage of potatoes planted depends upon expected price 
in the year of harvest. We express this as follows: 


X ,=a,+b,Pi+U, (1) 
where 

X ,=planted acreage 

P{=expected price 

U,=random residual term 


2 Proof that the relationships are additive are given in Allen (1, p. 252). 
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Assumption No. 2.—Potato producers adjust their expectations of price in the 
year of harvest by the margin of error (or proportion of it) that they made in 
predicting last year’s price. This takes the following form: 


(Pi— Pi-)= 6[Pi-i— Pi) 
where 
P‘=expected price for current year 
P{-1=expected price for previous year 
P ,-,= Actual price for the previous year 
B=coefficient of expectation (the proportion of the margin of error by 
which farmers adjust their expectation). 


We assume that § will always lie between zero and one.’ If 8 equals one, 
equation (2) becomes P?=P:-. Thus P; in equation (1) can be replaced by 
P:.1. This is equivalent to saying that farmers rely solely on last year’s price in 
making their decisions. However, we assume that farmers do not respond solely 
to last year’s price but to expected price and that they revise their expectations 
continually ; therefore, the value of 8 will be less than one. 

We cannot observe P;, so that an estimating equation containing P; cannot 
be fitted from empirical data. However, given relationships (1) and (2), an 
equation may be derived whose coefficients can be estimated from observed 
variables. Estimates of these coefficients, in turn, can be used to estimate the 
parameters in equation (1). From equation (1), we know that expected price 
P;, is a linear function of acreage, X;. Last year’s expected price must also be 
a linear function of last year’s acreage ; thus, 


waite ] 


by * by 


Substituting (3) for Pi. in (2), we get 
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Combining like terms and expressing in terms of P{ equation (4) becomes 
2 a,B- ay : l = ~ ] B * 
Pa Pat (F*) x (F* 
0) by 


Substituting equation (5) for P{ in (1) results in 


f , fas— y I—6\, t— Mi “Dh xs 
Xs =A, T | 4 2 t-1 7 (5*)xe (*) U | T U t 
1 1 ‘\ 


which simplifies to 
X=, 8 +b, 8Py-1+ (1— 8) Xi t+ Us—-(l— 8) U 1 
and can be rewritten as 
X= mot mP ait meX iit Ve (8) 


Estimates of the parameters obtained from equation (8) may be used to compute 
algebraically the coefficient of expectation, 8, in equation (2) and to estimate 
the parameters in the acreage response relation (equation 1). The pertinent 
algebraic relationships between the relevant parameters are as follows: 


B=1-— 7. 


3 Although it is not a necessary assumption, this mathematical property conveniently 
places a restriction on the limits of values of 8. All known empirical studies indicate that 
the assumption is a eorrect one. 
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The mathematical formulation may now be stated in more general terms. 
We assumed that farmers made adjustments in potato acreage on the basis of 
expected price and that their price expectations were influenced to a consider- 
able degree by the prices they received in previous years. Basic source informa- 
tion on expected price was not available to measure statistically its influence on 
acreage directly. However, by assuming that acreage in the previous year 
reflects past price expectations and by including both the price and acreage in 
the previous year as variables in the regression equation (8), we delineate 
statistically that part of acreage resulting from last year’s price and that por- 
tion from previous expectations. Thus, the coefficient of expectation (adjust- 
ment) derived from this regression essentially tells us the relative contributions 
of the price in the previous year and past prices in the other years toward 
formation of expected price. 

Because of this, the coefficient ("1 in equation (8)) showing the effect of the 
previous year’s price on acreage bears a similar relationship with the coefficient 
(b; in equation (1)) showing the effect of expected price on acreage. Thus, the 
coefficient associated with last year’s price refers to that portion of the total re- 
sponse (b:) to expected price which is attributable to price in the previous year. 
Specifically, the coefficient equals the total response, b;, times some adjustment 
factor which in this case is the coefiicient of expectation 8. (See relation 7.) 
Hence, if we know the response of acreage to previous year’s price and we know 
the coefficient of expectation, we can compute the acreage response to expected 
price, even though we have no data on expected price. (See relation 9.) 

Yield response function 

The yield response function is similar to the acreage response function. We 

assume that farmers adjust their production plans to a desired yield level in 


relation to expected price, complementary to the relation found in equation (1). 
In addition, it takes into account a cost factor. Thus, the yield function becomes: 







Y =a; + b, P% } beC y+ U, (10) 
where C;, cost of fertilizer, is the only variable not previously identified. 

As in the case of the acreage response function, potato producers revise their 
expectations of price in the manner indicated by relation (2). Thus, coefficients 
in equation (10), making use of relation (2), may be computed from coefficients 
in the following estimating equation: 


i 70 T mPywyt+ mwoY 1 1 t w3C + mC wyt V, @} 1) 





Coefficients in equation (11) bear a similar relation to equations (10) and (2), 
as did equation (8) to (1) and (2). 


STATISTICAL ANALYSES 


The estimates of supply response for potatoes are based upon two fitted rela- 
tionships: (1) A regression of acreage on price and other factors, and (2) a re- 
gression of yield on price and other factors. 

The two periods used in the analyses [1980-41] and [1930-41 and 1951-56] are 
considered to be as close to free market supply and demand conditions as can 
be found in the potato industry in the last three decades. The data used (crop- 
year basis) are those provided by the Crop Reporting Board, Agricultural 
Marketing Service. 

Acreage response 


The acreage estimating equation was fitted by least squares method for two 
periods—[1930-41] and [1930-41 and 1951-56]. The variables used are as 
follows: 


X,=Planted acreage of late summer and fall crop potatoes, in millions. 
P;.s=Season average price received by farmers for late summer and fall 
crop potatoes deflated by index of prices received by farmers for 
all farm products, dollars per hundredweight, lagged one year. 
X,.=X; lagged one year. 
T=Time, 1930=1. Linear trend assumed. 


Planted rather than harvested acreage is used as the dependent variable as 
planted acreage reflects more closely the production plans of farmers. But data 
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for planted acreage of potatoes date only from 1929. This places some limitation 
on the number of observations available for a free market span of years in the 
time series. 

The use of harvested acreage for which data are available for earlier years as 
an alternate choice for analysis may not be consistent with assumptions implicit 
in this study. In years when some of the planted acreage is not harvested be- 
cause of unfavorable prices, the supply relation with harvested acreage as the 
dependent variable is affected by current price. But current price is also affected 
by the demand for potatoes. A complete formulation using harvested acreage 
would of necessity have included a demand relation. 

The following results were obtained from the regression analyses for planted 
acreage of late summer and fall crop potatoes. As for all analyses in this paper, 
the numbers in parentheses are the standard errors of the respective coefficients. 


1930-41 


X ,’ =0.624+0.188P,_-;+0.740X »_,; —0.031T 
(.174) (.209) (.019) (12) 


1930-41 and 1951-56 


X | =0.466+ 0.256P,-; + 0.740 »-,—0.017T 
(.126) (.157 (.013) (13) 


The regression coefficient for acreage on price lagged one year differed signifi- 
cantly from zero at the 5 percent probability level in the analysis for the longer 
period but not for the 1930-41 period. However, both coefficients were of cor- 
rect sign and approximately the same magnitude. When these coefficients are 
expressed as elasticities of acreage with respect to price, they are found to be 
around 0.1. (See table 1.) These values are somewhat lower than the 0.2 ob- 
tained by Pubols and Klaman (6). 

Apparently, the normally wide swings in prices of potatoes from one year to the 
next make farmers discount some of the most recent price change. This is con- 
firmed by the low coefficients of expectation, B, of 0.260 that were obtained from 
the regression analyses in both periods. The relatively low values obtained 
indicate that potato producers, in making acreage adjustments, are influenced 
more by their ideas of expected “normal” price than by previous year’s price. 
But the low coefficients of expectation also indicate that they make only moderate 
year-to-year (short-run) adjustments in their price expectations. 

Other statistical measures pertaining to the regression analyses such as the 
coefficients of multiple determination are shown in table 1. 

Estimates of coefficients for acreage response to expected price were computed 
by dividing the regression coefficient of acreage on price lagged one year by the 
coefficient of expectation. (See algebraic relation 9, p. 171.) Using the esti- 
mates of these coefficients an elasticity of acreage with respect to expected price 
of 0.8 was obtained from the analysis based on the [1930-41] period and 0.5 for 
the [1980-41 and 1951-56] period. As expected from the coefficients of expecta- 
tion of 0.260, elasticities of acreage with respect to expected price are four times 
as large as the elasticities obtained pertaining to price lagged one year. 


Yield response 


The following estimates of the coefficients in the yield-consuming equation for 
late summer and fall crop potatoes were obtained from regression analyses based 
on data for two periods [1930-41] and [1930—41 and 1951-56]: 


1930-41 


Y ,=1.889+ 10.579 P,-; + 0.723 ¥ »-;—0.004C,,+ 0.007C,-, + 1.188T (14) 
— (1.724) (.135) (.045) (.046) (.289) 


1930-41 and 1951-56 


Y ,= — 24.392+ 10.883 P,_,+ 0.734 Y.-,+0.066C,+0.073C,1:+2.018T (15) 
(5.154) (.118) (.165) (.168) (.802) 


38296—59——12 
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The variables used in the regression analyses, which have not been previously 
identified are as follows: 


Y ,= Yield per acre of late summer and fall crop potatoes, in hundredweight, 
Y .-1= Y, lagged 1 year. 
C,=Cost of fertilizer, April 1, of each year deflated by wholesale price index 
1947-49 = 100. 
C .-1=C, lagged 1 year. 


Regression coefficients in both analyses differ significantly from zero at the 
0.05 probability level for all variables except the coefficients associated with fer- 
tilizer cost. The negligible effect of cost of fertilizer on yield may be explained 
in part by the notion that fertilizer applications once initiated are at least main- 
tained at the most recent level even in the face of increased costs. 

As expected, the coefficient associated with trend in yield per acre was sub- 
stantially greater in the analysis including the postwar years. Yield per acre 
averaged 174 hundredweight during 1954-56 compared with 82 in 1939-41 and 
67 in 1930-32. Much of the rise in yield occurred between 1945 and 1950; the 
increase was from 100 to 167 hundredweight during the period. 

The regression coefficients for yield on price lagged one year are almost 
identical for both periods of analysis. When these coefficients are expressed as 
elasticities of yield with respect to previous year’s price, they were found to be 
around 0.1, the same as the response of acreage to previous year’s price. (See 
table 1.) 

As in the case of the acreage-estimating equation, relatively low values were 
obtained for the coefficient of expectation, 8, from the yield-estimating equations. 
The 8 values of 0.277 and 0.266 for the [1930-41] and [1930-41 and 1951-56] 
periods, respectively, were approximately of the same magnitude as those ob- 
tained from the acreage equations. Again, this would indicate that farmers 
change their expectations little in the short run and consequently they make 
moderate adjustments in production plans that affect yield. Potato producers 
apparently do not make sudden moves in adjusting to new levels of yield. 

Other statistical measures pertaining to the regression analyses are shown in 
table 1. 

Based on the above estimates of the price coefficient and the coefficient of ex- 
pectation, an elasticity of yield with respect to expected price of 0.6 was obtained 
from the analysis based on the [1930-41] period and 0.4 for the [1930-41 and 1951- 
56] period. Because of relatively low coefficients of expectations, response of 
yield to expected price is about four times greater than the response to the most 
recent price. 

ESTIMATES OF PLANTED ACREAGE AND YIELD PER ACRE 


Estimates of planted acreage—based upon acreage estimating relations de- 
rived from the model—were made for years included in the analysis and also 
for other years. Similar estimates were made for yield per acre. 

Table 2 compares the estimates for planted acreage obtained from the acreage 
estimating equation with actual planted acreage published by the Crop 
Reporting Board, AMS, for the years 1930 to 1956. 
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TABLE 1.—Supply response for late summer and fall crop potatoes ; as measured 
by elasticities of acreage and yield per acre with respect to price lagged 1 year 
and expected price, and related statistical data’ 













Acreage response Yield response 









Item 






| 1930-41 | 1930-41 
1930-41 and 1930-41 and 








| 
| 1951-56 | 1951-56 








Estimating equation: 










Coefficient of multiple determination_--------- | 0. 84 0.85 | 0. 98 | 0. 99 
Standard error of estimate____ ; .15 | a4 1, 29 5. 34 
Elasticity of dependent variable with respect to | | 
price lagged 1 year: 
Actual value eS a 2.08 3.12 | 15 3.10 
Standard error -_- ; oS eet 07 . 06 02 | .05 
Durbin-Watson statistic. _- : “0 41.34 | 41.35 | 42.30 | 41.41 
Coefficient of expectation --- an . 260 | . 260 | afer . 266 
Elasticity of dependent variable with respect to ex- | 
pected price: | | 
Patel <a acco = cag adacwacwacene 3.31 3.48 | 2.56 2.38 
RE CDi oookcu cons ocdonwetencanans palene ioe 45 45 | 33 | 25 





} | 


1 Prices are season average prices received by farmers for late summer and fall crop potatoes deflated by 
index of prices received by farmers for all farm products, 1910-14= 100. 

Data used for the dependent variable in the acreage response formulation were planted acreage and for 
the yield response formulation yield per harvested acre. 
2 Does not differ significantly from zero when tested at the 0.10 probability level 
3 Differs significantly from zero when tested at the 0.10 probability level but not at the 0.05 level. 
4 Durbin-Watson statistic inconclusive at the 0.05 probability level. 














Table 3 represents estimates for yield per acre obtained from the yield- 
estimating equation compared with actual yield per acre as published by the 
Crop Reporting Board, AMS, for the years 1930 to 1956. 

Similar comparisons are shown graphically in figure 1. In addition, the 
estimates of acreage and yield are combined for comparison with actual pro- 
duction of fall crop potatoes. 

For the years in the early 1930’s, estimates of acreage obtained from the 
regression analysis tended to fall below actual acreage. Apparently, farmers 
were slow to adjust acreage downward during a prolonged period of depres- 
sion. This behavior would appear to be consistent with the hypothesis sug- 
gested by Clodius (4, p. 429) that farmers tend to reduce acreage little in bad 
times because of (1) their desire to maintain total income and (2) the costs 
of shifting to other limited production alternatives. 

As expected, the equation overestimated acreage during price-support years 
(1948-50). From 1943 to 1946 such wartime (and reconversion) influences on 
potato acreage as hired labor and equipment shortages and shifts to alterna- 
tive enterprises combined to decrease acreage appreciably. For 1947-50, potato 
acreage allotments were in effect and the majority of potato farmers complied 
with the allotment program. With these limitations but with relatively favor- 
able price relationships and assured markets, farmers increased the yield per 
acre of potatoes significantly during the years under price support. Yield per 
acre increased from 92 hundredweight in 1943-44 to 167 hundredweight in 1950, 
an increase of 82 percent in 6 years; whereas, yield per acre in 1943-44 was 
only 35 percent greater than in 1930-31. When estimates of acreage and yield 
are combined for the price-support years, the departures from actual produc- 
tion are relatively less since the overestimation of acreage is offset in part by 
underestimation of yield. 

Estimates of planted acreage for the entire period (1930-56) deviated on the 
average from the -actual acreage by 4.5 percent per year. Estimates of yield 
per acre for the same period deviated on the average from actual by 3.8 per- 
‘cent per year. 
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An “error tolerance” equal to twice the standard error of estimate was com- 
puted for each estimating equation. The “error tolerance’ has the following 
approximate significance: If the economic structure represented by these 
regression analyses and the probability distribution of disturbances or residual} 
errors still apply, we might expect actual acreage and yield to be within the 
range of 2 standard errors of forecast from estimates of acreage and yield, 
respectively, obtained from the regression equations in 19 out of 20 times, pro- 
vided the values of the new observations fall within the range of observatior 
included in the analyses. As the standard error of estimate is always smaller 
than the standard error of forecast, the “error tolerance” cited above is some- 
what too small. The standard error of estimate is used in this paper as : 
measure of the confidence limit as it would be necessary to compute standard 
errors of forecast for each year. 


TABLE 2.—Potatoes, late summer and fall crops: Estimated and actual planted 
acreage and related variables, 1980-56 


Planted acreage 
Crop year sclisedisoietnace _____} Price lagged Acreage 

1 year ? lagged 1 year 
Estimated ! Actual 


Dollars per 
Million acres | Million acres cwt. Million acres 
617 | 2. 457 1, 52 2. 404 
. 585 2. 730 1. 2. 457 
666 . 897 ; 2. 730 
765 763 ‘ 2. 897 
833 . 997 763 
704 798 997 
6°3 421 798 
490 
225 | 
171 
156 
046 
962 
971 
267 | 
022 
925 
719 
462 
441 
322 
164 | 
077 
144 
021 
Or8 
009 


1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
194] 
1942 
1943 
1944 
1945 
1946 
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1948 
1949 
1950 
195] 
1952 
1953 
1954 
1955 
1956 
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1 Estimated acreage based on following regression: 
X1=0.466-+.256 Pe-1+.704.Xe-1—.017 T' 
Coefficients relating to the analysis in this estimating equation are based on data for the period [1930-41 and 
1951-56]. 

2 Season average price received by farmers for late summer and fall crop potatoes deflated by index of prices 
received by farmers for all farm products, 1910-14= 100. 

3 Estimate differs from actual by more than twice the standard error of estimate (0.26). Ifthe real economic 
relationships and the factors making for residual errors or disturbances are the same as in the (1930-41 and 
1951-£6] period in about 1 out of 20 times, actual acreage would be expected to deviate from estimates of 
acreage by more than 2 standard errors of forecast, provided the values of the independent variables for the 
new observations fall within the range established by the values for the years included in the analysis. 
The error tolerance as computed is slightly to considerably smaller than this, and therefore deviations of 
larger size would be expected somewhat more frequently. 
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TABLE 3.—Potatoes, late summer and fall crops: Estimated and actual yield per 
acre and related variables, 1930-56 





Yield per acre Price Yield Cost of 
Crop year a Ae lagged lagged fertilizer 
| i year ? lagged 

Actual 1 year 3 


Dollars | Inde) of 

per cwt. dollars per ton 
1. 52 149 
1.31 157 
. 90 175 
. 87 173 
. 59 145 
. 67 152 
. 92 140 
. 44 131 
.71 128 
. 93 141 
15 | 142 
.73 133 
. 93 118 
. 06 118 
. 02 122 
.18 121 
. O01 122 
. 75 107 
93 | 

. 92 
. 84 | 
49 | 

. 96 
-1id | 

47 
. 85 
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1 Estimated yield based on following regression: 
Y ¢’=—24,392+-10.883 P ¢-1+.7384 Y s-1+.066 Cr+.073 C e-1+2.018 T 
mae relating to the analysis in this estimating equation are based upon the period [1930-41 and 
1951-56]. 

2 Season average price received by farmers for late summer and fall crop potatoes deflated by index of prices 
received by farmers for all farm products, 1910-14= 100. 

3 Index of fertilizer prices paid by farmers deflated by the index of wholesale prices for all commodities, 
1947-49 = 100. 

4 Estimate differs from actual by more than twice the standard error of estimate (10.€8). If the real eco- 
nomie relationships and the factors making for residual errors or disturbances are the same as in the [1930-41 
and 1951-56] period in about 1 out of 20 times actual yield would be expected to deviate from the estimates 
of yield by more than 2 standard errors of forecast, provided the values of the independent variables for the 
new observations fall within the range established by the values for the years included in the analysis, The 
error tolerance as computed is slightly to considerably smaller than this, and therefore deviations of larger 
size would be expected somewhat more frequently. 


When an “error tolerance” of twice the standard error of estimate (0.26) is 
applied to estimates of acreage outside the period of fit (1942-50, including 
World War II and price-support period) one observation falls outside the 
limits of tolerance. When an “error tolerance” of 10.7 is applied to estimates 
of yield, 3 observations fall outside the tolerance limit. During the years of 
price support, some year-to-year changes in yield occurred that were far in 
excess of yield changes for preceding or later years. Apparently, this was due 
to such yield-stimulating factors as exodus of low-yielding farms, allotment pro- 
grams, and greater price certainty present during the period. 

Values of twice the standard deviation of year-to-year changes in actual 
acreage and yield were computed also. They were found to be 0.34 million 
acres and 13.2 hundredweight per acre, respectively. The “error tolerances” 
of the estimates of acreage and yield computed from the regression analysis 
are smaller than the standard deviations obtained for actual changes in acre- 
age and yield. 


Durbin-Watson test 


The Durbin-Watson test for serial correlation in the residuals was made for 
each regression analysis. The statistic for each analysis is given in table 1. 
The Durbin-Watson statistic in all the analyses was inconclusive at the 0.05 
probability level. The most that can be said of the unexplained residuals is 
that there does not appear to be strong evidence of positive or negative serial 
correlation. 
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CHART 12 


POTATOES: ACREAGE, YIELD AND PRODUCTION 


Late Summer and Fall Crops, Actual and Estimated 
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Figure 1. 


Use of supply response results 


Results from the expectation model indicate that production of potatoes is 
influenced more by farmers’ expectations of the long-run “normal” price than 
by the most recent change in the price of potatoes. Based on analyses for the 
1930-41 period, potato farmers were found to increase acreage by about 0.3 per- 
cent for each upward revision of 1 percent in their price expectations. During 
the same period they tended also to increase yield per acre by 0.6 percent fol- 
lowing the same 1 percent increase in expected “normal” price. Since, as shown 
earlier, acreage response and yield response are additive, a supply (production) 
response of 0.9 percent is indicated following a change of 1 percent in expected 
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“normal” price. A supply elasticity (with respect to expected price) of 0.9 
was found to hold also for the analyses based on the [1930-41 and 1951-56] 
period. However, during this period, the supply elasticity of 0.9 consisted of 
0.5 from acreage response and 0.4 from yield response. 

Although prices of potatoes vary considerably from one year to the next and 
although the estimated response to expected price is large (though still in- 
elastic), potato farmers tend to make small adjustments in acreage and yield 
following changes in actual prices. This results because farmers tend to revise 
their long run expectations of price little from year to year in relation to the 
wide swings in actual prices. This was indicated by the relatively low co- 
efficients of expectations that were obtained from the analyses. 

These values ranged between 0.26 and 0.28 and as expected, approximately 
the same values were obtained from both the acreage and yield and analyses. 
That is, farmers tend to revise their previous estimates of expected “normal” 
price by about one-fourth of the amount by which the previous year’s actual 
price differed from previous year’s expected price. (See relation 2.) In rela- 
tion to observed changes in price and production, a change in supply response 
of 0.2 percent may be expected following a 1-percent change in the actual price 


of potatoes. 
CONCLUSIONS 


Potato producers normally plan production under conditions of price uncer- 
tainty because of the wide year-to-year swings in prices of potatoes. Further, 
it is found that producers tend to change their production plans little from one 
year to the next in relation to the magnitude of changes in actual prices. 

Because of price uncertainty, producers tend to make adjustments in acreage 
and yield based on some notions of expected “normal” price. 

Apparently, potato growers not only look back at previous prices; they also 
look forward, in some sense, to long-run price expectations. But such long-run 
expectations are modified each year by some ratio of the relation between last 
year’s price expectation and last year’s actual price. 

This study has found that farmers changed their expectations moderately. 
Specifically, they tend to change their notion of long-run expected price by 
about one-fourth of the difference between the price they expected the previous 
year and the price they actually received. 

Given a change in expected price, production response under this formulation 
was found to be 0.9 percent for a 1-percent change in expected price. However, 
in relation to the year-to-year change in actual price, this study found the year 
to-year production response to be 0.2. 

If under conditions of free market and dynamic equilibrium, potato prices fell 
successively for 3 to 4 years and were expected to fall still further, producers 
probably would revise their price expectations downward to a greater extent 
than is suggested by the derived coefficient of expectation of 0.26-0.28. As a 
result, larger year-to-year adjustments in acreage and yield would be expected 
to occur in a period of successive price changes (in the same direction) than 
in a period of fluctuating prices. 

Estimates of acreage and yield obtained from the regression analyses indicate 
that fairly accurate predictions can be made from these estimating equations. 
When the regression analyses were used for the period outside of fit (1942-50, 
including. World War II and price-support period), the estimate of acreage fell 
within the expected range of reported acreage. However, the estimates for yield 
differed from reported yields by more than the expected deviations. The sub- 
stantial deviations in yield were a result of unusual changes in yield that oc- 
curred during the price-support period. These changes in yield were due largely 
to the sharp decline in number of low-yielding potato farms and to other im- 
portant shifts that occurred in the potato industry. 

Forthcoming studies that take into account (1) productivity change reflect- 
ing technological advances and (2) alternate dynamic expectation models, are 
both important and needed. It is fairly evident that all changes in production 
are not explainable by price, although many factors may be reflected in price. 
The supply-response function is so comprehensive that many theoretical and 
empirical studies are needed to give it full exploration. 
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[From Journal of Farm Economics, vol. XL, No. 4, November 1958] 
TATISTICAL ESTIMATION OF LONGRUN ELASTICITIES OF SUPPLY AND DEMAND 
Mare Nerlove’* and William Addison,’ Agricultural Marketing Service 


Recent hearings of the Subcommittee on Agriculture Policy of the Joint Eco- 
nomic Committee have reemphasized the need for knowledge of the longrun 
elasticities of the supply and demand for individual agricultural commodities.’ 
In a discussion of the role of the price mechanism in bringing about long- 
term adjustments and growth, the authors are not so much concerned with the 
short-term fluctuations and problems of instability which have received the major 
attention of agricultural economists in recent years. Formulation of an appro- 
priate agricultural price policy for growth and stability requires an understanding 
of the longrun effects of price changes upon producers and consumers as well as 
the shortrun effects. 

In an earlier paper, to which the present paper is a sequel, one of the authors 
of this paper attempted to demonstrate that statistical estimation of longrun 
elasticities of supply or demand is possible and, indeed, logically prior to estima- 
tion of shortrun elasticities.‘ The real world presents us with a curious mixture 
of shortrun and longrun adjustments. In order to disentangle the two, it is 
necessary to investigate the underlying longrun adjustments upon which shortrun 
adjustments are superimposed. Thus, from the point of view of both agricultural 
policy and econometric technique, investigation of longrun elasticities is necessary 
and desirable. The illustrative statistical results presented here show, it is 


1On military leave. 

2 We are indebted for helpful comments to our referees and to James P. Cavin, Rex 
Daly, Martin Gerra, and Frederick V. Waugh, Division of Agricultural Economics, Agri- 
cultural Marketing Service. 

* Policy for Commercial Agriculture, Its Relation to Economic Growth and Stability, 
papers submitted by panelists appearing before the Subcommittee on Agricultural Policy 
of the Joint Economic Committee (Washington: U.S. Government Printing Office, 1957). 
See, especially, M .R. Benedict, “Current Imbalance of Supply and Demand for Farm 
Products,” pp. 91-107; Rex F. Daly, “Prospective Demands for Food and Fiber,” pp. 108— 
118; Karl A. Fox, “Effects of Farm Product Prices on Production and Commercial Sales,” 
pp. 405-429 ; and E. J. Working, “How Effective Are Prices and Incomes in Bringing About 
Adjustments Within Agriculture?” pp. 430—436. 

*Nerlove, Marc, “Distributed Lags and the Estimation of Long-Run Supply and Demand 
eet: Theoretical Considerations,” Journal of Farm Economics, vol. 40, May 1958, 
pp. 301-311. 
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hoped, that our optimism regarding the possibility of estimating longrun elas- 
ticities is not misconceived.® 

Previous contributions.—In a paper of this length it is impossible to do justice 
to one’s intellectual predecessors; nevertheless, the contributions of John M. 
Cassels and several others must at least be mentioned. 

In an article published in 1933, Cassels distinguished between “market,” 
“shortrun normal,” and “longrun normal” supply curves.® Statistical investiga- 
tion of “‘market”’ supply curves (i.e., curves referring to the shortest of all short 
runs When the stock of the commodity in question is fixed) were doomed, he 
felt, to failure at the start. Statistical derivation of “longrun normal” supply 
curves was also likely to prove difficult, inasmuch as it would be impossible 
to hold determining factors constant long enough to observe longrun equilibrium. 
Cassels was hardly more sanguine about the possibility of estimating the shortrun 
elasticity. He recognized that there is more than one shortrun supply relation- 
ship: 

“The more sudden and violent the increase in demand the more difficult it 
will be for supply to keep pace with it. Time is required for the organization 
of extra shifts, for the renovation of old machinery, for the augmentation of the 
labor force, and for the assembling of additional supplies of the input elements. 
More time is required for new producers to come into the field and still more 
for efficiency to be introduced into all the new arrangements. The longer the 
period allowed for adjustments to be made, the more successfully can the tend- 
ency to transitional decreasing returns be overcome and the more advantage can 
be taken of the economies of the large-scale production * * * [Hence], there is 
no curve which can be regarded as the one-and-only supply curve for any par- 
ticular commodity.” 

Cassels concluded “* * * although it may be reasonable to assume that 
each price observation corresponds to a point on the demand curve we cannot 
say that it represents a point on the supply curve.’** He went on to point out 
the possibility of irreversibilities in the shortrun supply curve, he suggested 
‘“* * * that each supply curve must be regarded as relating to an established 
level of output and should be recognized to have two distinct parts, one repre- 
senting expansion beyond that output and the other representing contraction 
below it.’”® Until now, there has been little concentrated effort to deal directly 
with the problem Cassels posed on the supply side.”® 

Following Cassels, Mighell, and Allen recognized the importance of long- 
run demand,” but it remained for Elmer Working to make the first serious 


5’ The term “longrun” is used here in the sense in which Marshall used the term ‘“‘long- 
period ‘normal’ ”’; see Alfred Marshall, Principles of Economics, 8th ed. (London: Maemil- 
lan, 1936), pp. 378-379. The notion should be distinguished from the concept of “secular’”’ 
change which refers to gradual changes over time caused by changes in the state of the 
arts, population, tastes, etc. Secular change becomes of special importance when long- 
range forecasts are attempted. Where the authors believe such changes are important, a 
trend variable is generally introduced to take account of them, but beyond such a simple 
expedient this paper does not venture. 

It should also be noted that the terms “static” and “dynamic” are used in a sense differ- 
ent from common usage. 

® Cassels, John M., “The Nature of Statistical Supply Curves,” Journal of Farm Eco- 
nomics, vol. 15 (April 1933), pp. 378-387. 

7Ibid., p. 382. 

8 Cassels thus makes the same point with reference to supply that was made in the paper 
cited in footnote 4 with reference to both supply and demand. If he had carried his 
analysis further and spelled out what happens when the short-run elasticities of supply 
differ from the long-run, he might have obtained a solution to the problem he posed. 

® Cassels, p. 384. This amounts, in the terminology used below, to the assumption that 
the coefficient or elasticity of adjustment differs depending on whether output is being 
expanded or contracted. In an investigation designed to test this hypothesis, evidence has 
been found which suggests the difference, if any, is slight. 

410 Black’s earlier work on production economics (e.g., Introduction to Production Eco- 
nomics, 1926) suggests another, more indirect approach to supply. In their article, 
“Supply Schedules—‘Long-Time’ and ‘Short-Time,’”’ Journal of Farm Economics, vol. 22 
(August 1940), pp. 544-557, R. L. Mighell and R. H. Allen brought Black’s approach to- 
gether with Cassels’ criticism of time-series analysis of supply response. While Black’s 
approach has contributed greatly to farm management analysis, it has not been nearly so 
useful in understanding farmers’ aggregate response to price. 

1 Mighell, R. L., and R. H. Allen, “Demand Schedules—‘Normal’ and ‘Instantaneous,’ ” 
Journal of Farm Economics, vol. 21 (August 1939), pp. 555-569. For example they state 
(p. 555): “We have not developed a satisfactory explanation of normal or long-time 
demand. Nothing that has been done on the subject has given us an adequate approach to 
the problem of consumers’ response to price over more than the short-term. We have 
developed neither the theory nor the methodology for estimating what quantity will pres- 
ently be taken by consumers if the price has definitely fallen to a level 10 percent lower 
relative to other prices. * * *” 
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attempt to measure the difference between shortrun and longrun elasticities of 
demand.” In his study of the demand for meat in the United States, Working 
distinguishes between shortrun and longrun elasticities of demand with respect 
to both price and income. His approach consists essentially in examining movy- 
ing averages of quantity and income in relation to current price. The diffi- 
culty involved in the interpretation of Working’s results has been demonstrated 
in recent discussion in this Journal.“ While this approach has several points 
of similarity with Working’s this is both simpler and more susceptible of direct 
interpretation in terms of longrun elasticities.” 

Résumé of the method employed.—Because the methods employed in this 
paper have been discussed elsewhere,” we shall only outline them here. 

Consider first a long-run demand function such as 


qe=atbprteyy, (1) 


where q; represents the long-run equilibrium quantity demanded or its logarithm, 
p: is current price or its logarithm, and y; is current income or its logarithm. 
To take account of changes in population and the general price level, we shall 
take both quantity and income in per capita terms and deflate both price and 
income by an index of the general price level for all consumption goods. The 


long-run equilibrium quantity demanded, q; is not observable, so equation (1) 
cannot be estimated directly. On the basis of considerations presented in the 
earlier paper, we suppose the relation between the observed quantity and the 


equilibrium quantity demanded at time ¢t, gq: and q: respectively, to be given by 
the following difference equation : 


Qe—Qe-1= VG qe-1), (2) 


where y is called the elasticity or coefficient of adjustment according to whether 


q: and q: are expressed in logarithms or not. Substitution of equation (1) into 
equation (2) yields an equation which can be estimated statistically : 


qe=aytbypitcevyet+ (l—yqi-ituy (3) 


where u; is a randomly distributed residual term added to show that the relation 
need not hold exactly. The coefficients of the long-run demand function (1), 
may be derived from estimates of the coefficients of price, income, and lagged 
quantity in (3) ; hence, long-run elasticities may also be derived. The elasticity 
or coefficient of adjustment, y, determines the relation among the short-run 
elasticities and the long-run elasticity and can be obtained by subtracting the 
statistically determined coefficient of q:. in (3) from one. By dividing the 
coefficients of price and income by our estimate of y we obtain price and income 
elasticities (or slopes) of the long-run demand function.” 

The method for deriving statistical estimates of long-run supply elasticities 
is similar to the method described in the preceding paragraph. The traditional 
approach to supply for individual agricultural commodities involves the use of 
planted or harvested acreage to represent planned output. Despite certain 
difficulties entailed in such an approach,” we shall follow it here. Let a: be the 


12 Working, Elmer J., Demand for Meat (Chicago: Institute of Meat Packing, 1954). 

143 Kuznets, G. M., ‘“‘“Measurement of Market Demand with Particular Reference to Consu- 
mer Demand for Food,” Journal of Farm Economics, vol. 35 (December 1953), p. 887; 
William G. O’Regan, ‘‘Demand for Meat,” Journal of Farm Eeonomics, vol. 37 (November 
1955), pp. 752-755; and Conrad Gislason, ‘A Note on Long-Run Price Elasticity,’’ Journal 
of Farm Economics, vol. 39 (August 1957), pp. 798—802. 

1% See the graphical derivation of the estimating equations used here in the reference 
cited in footnote 4. 

%” The simpler aspects of the problem and the method have been discussed graphically in 
the reference cited in footnote 4. The more complicated extensions of the method and 
several special preblems are discussed more mathematically in Mare Nerlove, “Distributed 
Lags and Demand Analysis for Agricultural and Other Commodities,” Agriculture Hand- 
book No. 141, Agricultural Marketing Service, U.S. Department of Agriculture, 1958. 

©The method can be easily extended to cover cases in which the prices of substitute or 
complementary commodities are included in the long-run demand function; see the second 
reference cited in footnote 15. 

47See Chapter III, “Application to Agricultural Commodities,” of Mare Nerlove, The 
Dynamics of Supply: Dstimation of Farmers’ Response to Price (Baltimore: The Johns 
Hopkins Press, 1958), in press. 
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current acreage devoted to a particular crop, and let a: be the long-run equi- 
librium acreage that would be used for the production of a given crop if price 
and other factors were to remain constant for a sufficiently long period of time. 
On the assumption that farmers base their decisions on price lagged one year ™ 
the long-run supply function may be written 


Z,=a+bpi-;+ et, (4) 


where pi is the price of the commodity lagged one year, and t is a trend 
variable representing changes in those factors which cannot conveniently be 
incorporated directly into the analysis. To take account of the prices of agri- 
cultural commodities which may compete in production with the crop in question, 
we shall deflate p:. by an index of prices received by farmers for all com- 
modities in period t—1. The supply adjustment equation corresponding to (2) 
above is 


©, —Xp-1= V(X t—Te-1), (5) 


Where @; iS Current acreage. Substitution of (5) in (4) yields our estimating 
equation 
Xy=aytbypeiteytt (l—y)aeit ure. (6) 


The long-run elasticity of supply may be derived from estimates of the co- 
efficients Of pr-r and @:-1 in (6) in exactly the same ways as in the case of 
demand.” 

Both supply and demand analyses have been conducted using the methods 
outlined above. Because this paper explores the methodology of estimating 
long-run elasticities, poor as well as good results are prescribed. In the follow- 
ing two sections the main statistical results are presented. In those few cases 
in which the analysis did not turn out well, tentative explanations are offered. 
The most striking finding is that evidence of serial correlation in the calculated 
residuals of analyses based on the dynamic models proposed above is nil com- 
pared with the evidence of it in the residuals of other types of analyses. The 
implications of this finding are explored in a separate section below. 


STATISTICAL DEMAND ANALYSES 


The demand for various items of consumption in the United Kingdom, 1920 
to 1938, was chosen for testing our method of estimating longrun elasticities 
of demand. There are two reasons for this choice: 

Data on a large number of consumption items were already at hand; no 
great labor was involved in selecting the series to be used and performing the 
various adjustments of the data which are almost always necessary in any 
statistical analysis. Twelve separate commodity groups were considered: (1) 
Bread and cereals; (2) meat, poultry, and eggs; (8) fish; (4) dairy products; 
(5) margarine and other fats; (6) vegetables; (7) fruit and nuts; (8) sugar, 
chocolate, and confectionery: (9) tea, coffee, and cocoa: (10) all other foods 
not included above; (11) alcoholic drinks; and (12) tobacco. For good mea- 
sure, the overall aggregate of (1) to (10), consumption of all foods, was also 
considered. Price and quantity indexes for these groups of commodities, 1920— 


4 While this approach may appear to differ significantly from the “expected price” 
approach taken earlier by one of the authors (see the reference cited in fcotnote 17 and 
Mare Nerlove, “Estimates of the Elasticities of Supply of Selected Agricultural Commodi- 
ties,’ Journal of Farm Economics, vol. 38 (May 1956), pp. 496-509), it is less different 
than one might at first suppose. As indicated in the reference cited in footnote 4 the 
present approach takes account of nonstatie expectations implicitly, while the “expected 
price” approach takes account of them explicitly. For an application of methods which 
take nonstatic expectations explicitly into account see Mare Nerlove, “The Implications 
of Friedman’s Permanent Income Hypothesis for Demand Analysis,” Agricultural Eco- 
nomics Research, vol. 10 (January 1958), pp 1-14. 

19 Of course, if, as in the case below, acreage and price are not expressed as logarithms, 
it is necessary to obtain an estimate of the elasticity by multiplying the estimate of the 
slope of the long-run supply function, b, by the ratio of price to acreage at some point. 
The authors always take this point to be average price and average acreage for the period 
of the analysis. 
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88, have been constructed by Stone.” Prest’s figures on the national income of 
the United States Kingdom are readily available,” and population figures, used 
to put quantities and income on a per capita basis are available, from Stone.” 
An index of all prices paid by consumers, used to deflate the prices of indi- 
vidual commodities and income, was also readily available.” 

The second reason for investigating the demand for various foodstuffs, alco- 
holic drinks, and tobacco in the United Kingdom is of a more technical nature: 
Equation (3), our estimating equation for longrun demand analyses, can be 
estimated properly by least squares only under the assumption that supply 
is perfectly elastic. In the United States it is quite clear that the assumption 
of perfectly elastic supply is untenable for the majority of agricultural coi- 
modities. On the other hand, the prices of the majority of the commodities con- 
sidered for the United Kingdom are closely tied to the world market. Of 
course, the strengteh of this connection varies. In the case of bread and cereals, 
for example, more than 80 percent of the wheat is imported, but approximately 
90 percent of the total supply of flour is milled in the United Kingdom, and the 
various products made from flour are almost entirely domestically produced. 
Unless, therefore, there was substantial overcapacity in the milling and baking 
industries, throughout the period of analysis, 1921-38, the assumption of per- 
fectly elastic supply is only an approximation. Again, about half of the beef, 40 
percent of the lamb and mutton, 85 percent of the pork, and significant propor- 
tions of the poultry and egg consumption in the United Kingdom were domestic 
ally produced in the interwar period. At best the assumption of perfectly elastic 
supply is an approximation, but it is a far better approximation than it would be 
for the United States. The method employed may be extended to situations in 
which supply is less than perfectly elastic. This extension is discussed in section 
4 below. The case in which supply is perfectly inelastic may be of some 
interest.” 

Sy taking reasonably comprehensive commodity groups, we hoped that what 
ever substitution took place would occur within the commodity group and not 
between commodity groups. Thus, a simple analysis, based on an equation 
such as (3), might be expected to work reasonably wel). 





* Stone, Richard, “The Measurement of Consumers’ Expenditure and Behavior in the 
United Kingdom, 1920-88,” vol. 1 (Cambridge: Cambridge University Press, 1954). Page 
and table references for the series used are as follows: (1) Bread and cereals, table 5, p. 
28; (2) meat, poultry, and eggs, table 13, p. 53; (3) fish, table 19, p. 68; (4) dairy prod- 
ucts, table 80, p. 96; (5) margarine and other fats, table 34, p. 103; (6) vegetables, 
table 89, p. 121; (7) fruits and nuts, table 43, p. 1863 (8) sugar, chocolate, and confec- 
tionery, table 48, p. 144; (9) tea, coffee and cocoa, table 52, p. 151; (10) other foods 
(including jam and marmalade, honey, sirup and treacle, soft drinks, fish and chips, ice 
cream, vinegar, pickles and sauces, and other miscellaneous prepared foods), table 56, p. 
161; (11) all foods, table 66, p. 174; (12) alcoholic drinks, table 74, p. 190; (13) tobacco, 
table 81, p. 195. Stone’s indexes possess a helpful property: The price and quantity 
indexes for commodity groups (1) to (10) sum to the corresponding indexes for group (11), 
all foods. This property is useful for examining the sensitivity of elasticities of adjust- 
ment to aggregation bias; however, the results of the authors’ investigation of this aspect 
of the problem are not presented here. 

21Prest, A. R., “National Income of the United Kingdom, 1870-1946,” Bconomic Jour- 
nal, vol. 58 (1948), pp. 31-62. 

22 Reference cited in footnote 20, table 116, p. 414. Because Stone’s estimate of the 
number of equivalent adults (table 117, p. 417) is tied to his estimation of income elas- 
ticities from cross-section data, not the equivalent adult but the total population series is 
uSed here. In the cases of alcoholic drinks and tobacco, however, population age 14 and 
over was used (readily obtained from table 116, p. 414). Some of the difficulties involved 
in estimating income elasticities from cross-section data when dynamic elements are 
present are discussed briefly in the final reference cited in footnote 18. These difficulties 
could conceivably lead to bias in the estimation of a propriate equivalent-adult scales ; 
the adjustment of the data by thhe scale could partly take account of the effects of dynamic 
elements rather than wholly reflect the effects of age and sex in the family units under 
consideration. 

* Reference cited in footnote 21. Stone deflated the price of each commodity by an 
index excluding the price of that commodity. While this procedure would have been 
preferable, Stone’s deflating indexes were not readily available. 

* According to Fox, the assumption of perfectly inelastic supply conditions is appro- 
priate when estimating the demands for many agricultural products in the United States. 
See Karl A. Fox, “Structural Analysis and the Measurement of Demand for Farm Prod- 
ucts,”” Review of Economics and Statistics, vol. 836 (1954), pp. 57-66. The existence of 
several outlets for many agricultural commodities and marketing and processing sectors, 
however, tends to cast some doubt on Fox’s proposition. 


In most cases, the 
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commodity groups chosen were sufficiently large; however, in the case of mar- 
garine and other fats, the strong substitute butter was included in another com- 
modity group, dairy products, and the analysis for margarine and other fats 
was poor. As indicated in a footnote above, the method may easily be extended 
to cases in which the prices of competing or complementary commodities are in- 
cluded in the demand equation, but such examples are not included here. 

Results from regressions based on equation (3) are presented in table 1. For 
each commodity group the following is given: (a) the estimated elasticity of 
adjustment; (b) the estimated short- and long-run elasticities of demand with 
respect to price and income;~* (c) the square of the coefficient of multiple cor- 
relation; and (d@) the Durbin-Watson statistic used to test for serial correla- 
tion in the calculated residuals. Results based on a more traditional static 
approach (one which does not distinguish between short- and long-run elas- 
ticities) are presented in table 2. These analyses are from regressions of 
quantity on price and income (quantity and income in per capita and price 
and income in real terms), and are useful for comparative purposes. For each 
commodity group the following is given: (a) the estimated price and income 
elasticities of demand; (b) the square of the coefficient of multiple correlation; 
and (c) the Durbin-Watson statistic. 

Table 1 shows that the elasticities of adjustment range between 0.15 for 
other foods to 1.00 for fish. Alcoholic drinks, sugar, chocolate, and confection- 
ery, fish, and bread and cereals are those commodity groups with large elas- 
ticities of adjustment, i.e., relatively swift adjustment of the current quantity 
consumed to the long-run equilibrium quantity. The differences among the 
short-run elasticities and the long-run elasticities are correspondingly slight. 
Tobacco and other foods have rather low elasticities of adjustment, indicative 
of a slow adjustment of current to longrun equilibrium quantity. The dif- 
ferences, consequently, among che short-run elasticities and the long-run elas- 
ticities are quite marked for these two commodity groups. Eight out of the 18 
Rs are greater than 0.9 and all are large with the exception of fish which is 
close to zero. AlL commodity grougs have negative price elasticities with the 
exception of margarine and other fats and vegetables; and all have positive 
income elasticities except fruit and nuts and alcohol drinks. 


* For convenience the expression “short-run elasticity” is used to refer to the elasticity 
over one observation period, in this case 1 year. It should be recognized that this is a 
loose form of expression, for, strictly speaking, there is no unique short-run elasticity of 
supply or demand with respect to price or any other variable: the elasticity differs depend- 
ing on the length of time we allow for adjustment. 

The reader should also note that the tests of significance apply only to the short-run 
elasticities and not the longrun as well. This is because the longrun elasticity depends 
on the ratio of two coefficients in the basic regression. Although a test of significance 
could have been devised for the longrun elasticities, this was not done. 

7° For an explanation of this statistic, its uses and limitations, see J. Durbin and G. S. 
Watson, ‘Testing for Serial Correlation in Least Squares Regression, II,” Biometrika, vol. 
88 (1951), pp. 159-178. If no serial correlation is present, the statistic tends to be about 
two. Positive serial correlation tends to make the statistic less than two, and negative 
serial correlation, greater than two. For a given level of significance, Durbin and Watson 
are able to set upper and lower limits to the critical value of the statistic, below which 
significant positive serial correlation would be indicated or above which significant negative 
serial correlation would be indicated. In the test for, say, positive serial correlation, a 
value of the statistic above the upper limit indicates insignificant positive serial correla- 
tion, while a Value below the lower limit indicates significant positive serial correlation. 
A value falling between the two limits is inconclusive. Durbin and Watson give procedures 
for determining the significance or lack of significance of serial correlation in such cases, 
but the procedures are quite complicated computationally. Inconclusive results Have not 
been further explored in view of the labor involved. 
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TABLE 1.—Selected statistical results: Dynamic demand analysis, United 
Kingdom, 1921-38 


Short-run | Longrun 
Elasticity elasticity re— elasticity re— | Durbin- 
Commodity group | of adjust- ey ne ee ee R? | Watson 
ment | | | Statistic 
Price | Income Price | Income | 


| 


| } 
. Bread and cereals-_--- —* .79 | —0.37 0. 36 —0. 47 0.93 | 
. Meat, poultry, and eggs- --- 41 | —.24 | . 05 . 5f ‘ | . 90 
|) ae . 00 —.15 05 | ; | } . 03 
Dairy products anata ae} et . 09 | : ‘ 95 
Margarine and other fats. - -| . 28 | 21 05 | ‘ . 82 | 
a . 36 | . 06 . » . 36 | .71 
Fruits and nuts. --.-...-----| . 33 | 75 . 28 ; ; . 80 | 
. Sugar, chocolate, and con- | 
fectionery baowescse . 95 —. 4; .¢ 4! . 3 . 98 
. Tea, coffee, and cocoa . 35 -—. i ; | & 5 .74 
JU MENIE. 6c cumotiabnwsone 15 —.! 3 3. 3% ‘ . 99 
. All foods_.-- . 29 -. | : 8 : . 99 
. Alcoholic drinks_-_.-..----- | . 89 —1. 02 18 ; .97 


Cre Go be 


PSs 





mt pet et BD AS 


PERS condiceu de bit lrg eaten .19 —. 08 ‘ : . 99 


! Insignificantly different from 1 at the 0.05 level. 
3 Insignificantly different from Zero at the 0.05 level. 
3 Inconclusive test for serial correlation in the residuals. 


Norte.—Significance tests apply only to the short-run elasticities. See footnote 25, 


Although the negative income elasticities for alcoholic drinks and fruit and nuts 
are rather surprising, they are not significantly different from zero. An expla- 
nation for the negative income elasticity of demand for alcoholic drinks may 
lie in the fact that the quantity index is based on liquid volume figures. The 
quality difference between, say, equal volumes of beer and cognac is great; since 
people with high incomes tend to consume higher quality beverages and corre 
spondingly less volume, the negative relation between volume and income is not 
unreasonable. We have no explanation for the fruit and nuts result. In view 
of the breadth of items included in each commodity group and the simplicity of 
the analytical framework employed, the analyses turned out well. The excep- 
tions are fish, margarine and other fats, and vegetables. While Stone has 
accomplished a nearly impossible task in assembling the basic data on food 
consumption in the United Kingdom, it should be recognized that he had neither 
the resources available to a large government agency nor statistics comparable 
to those available in the United States for some commodities. Some of these 
poor results may be due to faulty data as well as to aggregation. However, 
the authors have not explored the data in sufficient detail to see whether 
deficiencies in them could account for those analyses which turned out badly.” 

Comparison of the results of the dynamic analyses presented in table 1 with 
those of the static analyses presented in table 2 reveals that the multiple cor- 
relations in several cases are markedly lower for the static analyses. More 
important, however, is the comparison between the two sets of Durbin-Watson 
statistics. In the static analyses there are six cases of significant positive 
serial correlation in the residuals calculated from the regression. In one case 
an inconclusive test is obtained, but the evidence of serial correlation is very 
close to being significant. Contrast these findings with those obtained for the 
dynamic anatyses presented in table 1: No significant positive serial corre- 
lation is found in the calculated residuals. One inconclusive test is obtained to 
be sure, but, overall, the contrast with table 2 is striking. This remarkable 
absence of serial correlation in the residuals when this method is employed is 
repeated for the supply analyses presented below, and there are further com- 
ments on it in a subsequent section. Another finding worthy of comment is the 
rather small elasticity of adjustment for the aggregate all foods as compared 
with the elasticities of adjustment for the component commodity groups. This 


27 James P. Cavin has examined Stone’s vegetable series in some detail and reports 
several serious shortcomings. The authors have examined Stone’s fish series and find 
that the fish consumed in “fish and chips” are not included in his index. Since “fish and 
chips” are a significant feature of the British diet, the poor result for fish may perhaps 
be due to the limitations of the data. In the case of margarine and other fats, the price 
of an important substitute, butter, has been omitted. This omission may account for the 
poor results in connection with the margarine and other fats group. 
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may be an effect of aggregation in estimating elasticities or coefficients of ad- 
justment for large groups of commodities.” 


TaBLE 2.—NSelected statistical results: Static demand analyses, United Kingdom, 
1921-38 


; Price Income Durbin- 
Commodity group elasticity | elasticity | Watson 
| statistic 


et ¢... | Sr 
Meat, poultry, and eggs-__--- 
3. Fish 
. Dairy products__----- 
Margarine and other fats 
WORN scone nanaokncaca . 


Sugar, chocolate, and confectionery -_. 
. Tea, coffee, and cocoa ens 
Other foods. .......... 
All foods a 
12. Alcoholic drinks__.-..----- 
13. Tobacco Keis e 


wm ee ee De ee te 





! Significant positive serial correlation in the residuals. 
2 Statistically significant at the 0.05 level. 

3’ Ineconclusive test for serial correlation in the residuals. 
‘ Insignificantly different from zero at the 0.05 level. 


STATISTICAL SUPPLY ANALYSES 


The statistical supply analyses presented here for 20 vegetables produced for 
fresh market in the United States, form part of a more extensive project on the 
measurement of supply response being carried on in the Agricultural Marketing 
Service.” They are preliminary analyses and presented mainly for illustrative 
purposes. Although they are very good on the whole we do not regard them as 
final. 

Statistical regressions based on equation (6), above, have been obtained for 
20 vegetable crops. The major crops include: (1) Lima beans, (2) snap beans, 
(3) cabbage, (4) carrots, (5) cucumbers, (6) lettuce, (7) onions, (8) green peas, 
(9) green peppers, (10) tomatoes, and (11) watermelons. The minor crops 
include (12) artichokes (acreage and price data for California only), (13) beets, 
(14) cantaloupes, (15) cauliflower, (16) celery, (17) eggplant, (18) kale (acre- 
age and price data for Virginia only), (19) spinach, and (20) shallots (acreage 
and price data for Louisiana only). In addition to lagged price and lagged 
acreage, linear trend is included in these analyses. Both acreage and price data 
are from published Agricultural Marketing Service sources and include the most 
up-to-date revisions. The length of the series used for the various analyses 
varies from crop to crop. All series have the same terminal year, 1955, but the 
series begin at different years during the period 1919 to 1929. The number of 
observations on which each regression was based, therefore, varies between 27 
and 37. The war'years, 1941-46, are included in all analyses.” 


28It may be of some interest to note that calculations for the aggregate of food con- 
sumption in the United States have been carried out by the methods oulined in this paper. 
For the period 1920-41 and 1948-55, a long-run price elasticity of 0.19, a long-run 
income elasticity of 0.29, an elasticity of adjustment of 0.76, and an R? of 0.97 were 
obtained. Because of the high R? the bias resulting from the inappropriate assumption 
of perfect supply elasticity is likely to be slight. The higher elasticity of adjustment for 
the United States data than for the United Kingdom data is more reasonable. For 
further details on the results for the United Statees, see the final reference cited in 
footnote 18. 

29 A full presentation, in less technical form, of the basic data, methodology, and results 
of this section will appear in a USDA Technical Bulletin scheduled for publication in 1959. 
Those of the results presented here are used primarily to support the methodological con- 
clusions presented in section 5. 

8 Data for price and acreage series for all vegetable crops discussed. were taken from the 
following sources: (1) For the period 1918—37, “Agricultural Statistics,’ 1952 ; (2) 1938—48, 
“Commercial Vegetables for Fresh Market,” Statistical Bulletin No. 126, May 1953: (3) 
1958—55, ‘“‘Vegetables for Fresh Market,”’ Statistical Bulletin No. 212, June 1957. All are 
publications of the Agricultural Marketing Service (Washington: U.S. Government Print 
ing Office). All values in the price series were converted to a hundredweight basis for 
comparability and deflated by the prices received index for all commodities as reported in 
“Agricultural Prices,” October 1956. Acres harvested for a particular crop were used for 
= acreage variable because data for planted acres are inadequate for the period con- 
sidered. 
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Table 3 presents selected statistical results for the dynamic supply analyses, 
For each vegetable the following is given: (a@) The estimated coefticient of ad- 
justment;™ (b) the estimated coefficient of trend in the multiple regression di- 
vided by average acreage for the period of the analysis; (c) the estimated price 
elasticity over one production period (short-run elasticity) ;” and the estimated 
long-run price elasticity of supply, both taken at mean price and acreage for the 
period of analysis; (d) the square of the coefficient of multiple correlation; and 
(e) the Durbin-Watson statistic. 


TaBie 3.—Selected statistical results: Dynamic supply andlyses, vegetables pro- 
duced for fresh market in the United States, selected periods, 1919-55 




















Coeffi- | Trend coefficient Short- Long- 
cient as a percentage of run run Durbin- 
Crop of average acreage price price R3 Watson 
adjust for the period elas- elas- Statistic 

ment of analysis ticity ticity 

Major vegetables: 
1. Green lima beans ‘ 0. 06 —0.3 0. 10 1.7 0. 90 2. 01 
2. Green snap beans- --.---- | 2.00 —.2 15 (>) 97 2. 30 
3. Cabbage. -...-- Sere all 29 am . 36 1.2 . 83 2.02 
0, SEE atckeinecsnnmens .14 4 .14 1.0 95 1 90 
Jo 13 | a 29 | 2.2 .83 1.78 
iS; MAMIOR. <3 50=5-5<u-55<. 19 | 5 . 03 .16 .94 2.25 
De ei titncncmcnnment .33 “a % . 34 10 | . 15 2.41 
el -07 | —.2 .3l 4.4 . 94 1.92 
9. Green peppers --_--..-.-- | . 28 | 1.4 .07 . 26 . 96 1.85 
A Ce ee .18 3 .16 90 | . 94 | 1.94 
11. Watermelons__......--..- | .47 1.1 oa . 48 . 90 ©1.49 
Minor vegetables: | 
12. Artichokes (California | 
ahhh codaiakeue | . 26 | — —9,04; —2,14 | . 63 €1.44 
OM OS EEE. "| 13 —.7 | 13 1.0 . 87 2. 56 
ee 51 os . 02 | . 04 1 1. 63 
15. Cauliflower_.----------- 13 3 14 L.1 92 2.09 
SOc RI nik tebe ncensoes 15 0 14 95 | 94 1.90 
Lf eee 47 0 .16 . 34 72 2.27 
18. Kale (Virginia only) - -- . 87 2.0 | . 20 . 23 . 57 | 1.92 
Se, I Cntdeacdcundode . 04 —.4 | . 20 4.7 - 93 4 2,48 
20. Shallots (Louisiana only) . 40 Lott .12 31 . 53 2.09 
| 1 











« Coefficient from which derived is not significantly different from zero at the 0.05 level. 

+ Infinitely elastic long-run supply probably occurs only over a finite range of output. At very large 
outputs, snap beans are undoubtedly in less than infinitely elastic supply. 

¢ Inconclusive test for positive serial correlation in the residuals. 

4 Inconclusive test for negative serial correlation in the residuals. 


Note.—Significance tests apply only to the short run elasticities. See footnote 25. 





“Inasmuch as all supply analyses were carried out with data in their original forms 
(i.e., not in logarithms as was the case for our demand analyses), reference here is to a 
coefficient rather than an elasticity of adjustment. 

% See footnote 25. 


} 
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TABLE 4.—Selected statistical results: Static supply analyses, vegetables pro- 
duced for fresh market in the United States, selected periods, 1919-55 





Trend coefficient 
as a percentage of Price Durbin- 
Crop average acreage elasticity R* Watson 
for the period statistic 
of analysis 


Major vegetables: 
1. Gree Ie DROS .. 1. 06.000-.565<- 
2. Green snap beans 


. Green peppers... ---- 
. Tomatoes 
Watermelons 
vegetables: 
12. Artichokes (California only) --.--- 

. Beets 
. Cantaloups 
. Cauliflower 
. Celer 


$2 DOs bet bt 0 bt bt 10 G9 
AAMAPAWNWAOWR 





NIOWANOe NN 








Pp porpr, 
SRAsexses 


* Significant tive serial correlation at the 0.05 level. 
> Coefficient from which derived is not significantly different from zero at the 0.05 level. 


Results from analyses based on a static approach are presented in table 4. 
These analyses are based on regressions of current acreage on lagged deflated 
price and linear trend, and are useful for comparative purposes. For each 
vegetable the following is presented: (a) the estimated coefficient of trend as a 
percentage of average acreage for the period of analysis; (0) the estimated 
price elasticity, taken at mean price and acreage for the period of analysis; 
(c) the square of the coefficient of multiple correlation; and (d@) the Durbin- 
Watson statistic. 

Table 3 shows that the coefficients of adjustment range between zero for 
green snap beans to 0.87 for kale. The zero value for green snap beans, however, 
is extremely dubious, for with any finite short-run price elasticity of supply 
an infinite long-run elasticity is implied. It should be recalled, in rejecting the 
snap beans analysis, that the linear supply functions are only approximations 
useful for the finite ranges of observed price and acreage. When certain char- 
acteristics of these data, such as an extremely low coefficient of adjustment, 
lead to conclusions about characteristics outside the range of observations, the 
analysis tends to break down. Thus, rather than reject the analysis as a 
whole, only the conclusion that the long-run elasticity of supply is infinite should 


38296—59——13 
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be rejected. The analysis which should be rejected in its entirety is that for 
artichokes in which a negative, but insignificant, price elasticity of supply is 
obtained. It is evident that this simple formulation is much too simple in the 
ease of artichokes. 

The final column of table 3 gives the Durbin-Watson statistics obtained from 
the calculated residuals of the regressions. No cases of significant serial corre- 
lation, either positive or negative, are obtained. If artichokes are excluded on 
the other grounds mentioned in the preceding paragraph, only one inconclusive 
test is obtained, and that for negative, not positive, serial correlation. The 
R”’s range between 0.53 for shallots and 0.97 for green snap beans, and are 
0.9 or better for 11 of the 19 acceptable analyses. The price elasticities of supply 
for most vegetables are rather low over one production period; however, the 
picture is reversed if reactions in the long run are examined. Many vegetables 
have longrun supply elasticities in excess of one. 

Comparison of the trend terms and the Durbin-Watson statistics presented in 
table 4 with those presented in table 3 is significant. The latter are based on 
what is here called the static approach. Except for kale, significant positive 
serial correlation in the residuals is found for every analysis based on the static 
approach. On the other hand no significant positive serial correlation is found 
in the residuals of the analyses based on the dynamic approach. To be sure, 
two tests for serial correlation are inconclusive, but one of them, artichokes, 
is for an analysis which has been excluded on other grounds; and the other is 
an inconclusive test for negative serial correlation and represents a conclusive 
test for positive serial correlation. For many of the static analyses, indications 
of strong positive trends are found: for every vegetable except beets and arti- 
chokes the trend obtained from the static anaylses are 1 percent or greater. On 
the other hand, the percentage trends obtained from the dynamic analyses are 
uniformly smaller and some are negative. This result is of value on two counts: 
(1) Strong trends, either positive or negative, are an indication that a great 
deal remains to be explained; and (2) strong positive trends do not accord with 
the casual observation that much vegetable production has shifted from produc- 
tion for fresh market to production for processing. Inasmuch as our analyses 
deal only with production for fresh market and take no account of the shift 
resulting from the growth of the frozen food industries, we might expect, at 
most, very slight positive ships of the long-run supply schedules for most 
vegetables.” 


%3 Many of the crops have extremely low coefficients of adjustment, e.g., carrots, cucum 
bers, green peas, beets, cauliflower, celery, and spinach. Such low coefficients of adjust- 
ment imply that the length of the period required for nearly complete adjustment to a 
change in price is quite long indeed. Under the assumptions of the model used here, of 
course, complete adjustment occurs only after an infinite amount of time, but 95 percent 
of the adjustment or more occurs in a finite time. If N is the number of periods required 
for adjustment to within 5 percent of the longrun equilibrium level, N may be determined 
by the formula 

(1-7) *<.05, 


where y is the coefficient of adjustment. Thus, for example, when y is 0.5, approxi 
mately 4 years are required for nearly complete adjustment, but when y is 0.2 approxi 
mately 13 years are required, and when vy is 0.1, 27 years are required. In considering 
the periods required for nearly full adjustment, one should bear in mind two factors: 
(1) The figure 95 percent is somewhat arbitrary and so is the dynamic model under con 
sideration. Thus the median adjustment period (i.e., the period over which 50 percent of 
the adjustment occurs) may be a reasonably accurate figure, whereas the time recuired 
for 95 percent of the adjustment to take place may be inaccurate, and this even though 
the estimated longrun elasticity of supply is correct. (2) Furthermore, there are strong 
reasons for suspecting that the coefficients or elasticities of adjustment are subject to a 
greater extent than other parameters to what is known as specification bias. (For an 
explanation of the term “specification bias’ and some examples of it see Zvi Griliches, 
“Specification Bias in Estimates of Production Functions,” Journal of Farm Economics, 
vol. 39 (1957), pp. 8-20.) That is, the estimated coefficients of adjustment are narticu 
larly sensitive to the omission of relevant variables. One glance at the variahles ineluded 
in our supply equations is sufficient to show that they omit important variables which 
should be included. Specification bias in the estimates of y would, of course, affect both 
the estimate of the period required for nearlv full adjustment and the estimate of the 
longrun elasticity of supply. (See also the discussion between Brandow and Nerlove in 
the Journal of Farm Economics, vol. 40 (August 1958), pp. 719-728.) 

*% For example, green peas, which have been significantly affected by the frozen food 
“revolution,” exhibit an unreasonably large positive trend of 1.6 percent per vear under 
the static approach. In a dynamic analysis this finding is reversed: the supply schedule 
for green peas is found to shift to the left at the rate of 0.2 percent per year. Other 
vegetables in the same category are green snap beans, green lima beans, and spinach. For 
each of these vegetables the static analyses show strong positive trends, and the dynamic 
analyses indicate negative trends such as one might expect. 
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While more than half of the supply elasticities estimated on the basis of the 
static approach lie between the one period short-run elasticity and the long-run 
elasticity estimated in the dynamic analyses, many lie outside this range. For 
example, the supply elasticity estimated by the static method for lettuce is 
greater than the long-run elasticity as estimated by our dynamic method. In 
other cases, the elasticity estimated by the static method is less than the one 
period short-run elasticity as estimated by the dynamic approach. These results 
show how erroneous conclusions can be if they are based on a static approach, 
and lend support to the contention, voiced in an earlier paper, that the elas- 
ticities estimated by static methods depend crucially on the exact past history of 
prices and can be anything, depending on what that past history has been.™ 

In the following sections some of the topics suggested by the results of the 
statistical analyses presented in this section and section 2 above are taken up 
more generally. First, the question of simultaneous relations among the vari- 
ables is ‘examined. This discussion is followed by a discussion of serial cor- 
relation. 

SIMULTANEOUS RELATIONS AMONG THE VARIABLES 


The methods for estimating longrun elasticities presented in this paper 
can be extended, in most cases, to apply to situations in which current price and 
quantity are jointly determined by supply and demand. In the case of supply 
(see equation (6)), the assumption that expectations of future price are deter- 
mined primarily by price lagged 1 year enables estimating longrun elasticities 
from equation (6) by the method of least squares, provided the residuals are 
not serially correlated. However, even if the residuals of equation (3) are 
serially uncorrelated, it may be inappropriate to use least-squares estimates 
of the coefficients in (3) to estimate longrun elasticities of demand. Whenever 
current price and quantity are jointly determined by shortrun supply and de- 
mand, the least-squares estimates of the coefficients in equation (3) are statis- 
tically biased. The degree of bias becomes negligible as the price elasticity of 
shortrun supply approaches infinity,” and this is one of the reasons why the de- 
mand for various items in the United Kingdom was chosen for an initial study 
of our method. However, in several cases it was observed that the assumption 
of a perfectly elastic shortrun supply broke down and poor results were obtained. 

Whenever shortrun supply depends on current price and is less than perfectly 
elastic, standard limited information or full information maximum likelihood 
methods may be used to estimate the coefficients in the demand equation, provided 
the coefficients are identified. Consider a system consisting of equation (3) 
above : 


(3) G:=Ayp+byppetcroyet+ (l— yo) qi-ituy 


and an equation derived from the longrun supply equation by the methods 
outlined in section 1, 


(9) ge=dystevspetSyezst+ (1l—vs)qe-it ve. 


yp is the coefficient or elasticity of adjustment appropriate for consumers, 
y: is,that appropriate for producers, and z stands for other predetermined 
variables affecting longrun supply. Equations (3) and (9) jointly determine 
the current quantity consumed, q: and the current price, p:. In the particular 
case under consideration, y:, 2:, and g:-.1 May be considered predetermined and 
the coefficients in both equations are just identified. If equation (9) had con- 
tained more than one additional variable, the coefficients in (3) would have been 
overidentified. 

When shortrun supply is perfectly inelastic, least-squares methods may 
be appropriate, but not as applied to equation (3). If the longrun quantity 
demanded depends only on the price of the commodity in question, a model can 
be developed which shows that the longrun demand elasticities with respect to 


3% See the reference cited in footnote 4. 

% See Jean Bronfenbrenner, ‘“‘Sources and Size of Least-Squares Bias in a Two Equation 
Model,” in W. C. Hood and T. C. Koopmans, eds., “Studies in Econometric Method” (New 
York: John Wiley & Sons, 1953), pp. 221-235. 
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price and income may be estimated from least-squares estimates of the coeffi- 
cients in the following equation: 


@ 8 c@ oc 6 
(10) p= > et ate Trott 5 ite!'tt ite Yr-1t (1-0) pertus, 





where @= 5 and a, 6, and c are coefficients in the longrun demand 


equation (1).” Two major shortcomings to this method exist: (1) there are 
several different ways of deriving the longrun elasticities, and (2) the inter- 
correlation between gq: and g:-, and y: and y:-:, is likely to be high; hence, the 
estimates of the coefficients in (10) may be highly unreliable. Inasmuch as 
the existence of multiple outlets for most farm products makes it rather un- 
likely that even these commodities will have perfectly inelastic within-produc- 
tion-period supply to any one consuming sector, this case may be neglected and 
with it all the concomitant difficulties. 


THE PROBLEM OF SERIAL CORRELATION 


Perhaps the most significant finding is that the dynamic approach tends 
to eliminate evidence of postive serial correlation found in the calculated 
residuals of regressions based on static models. This occurs in a striking and 
regular manner. 

In an examination of a large number of economic time series, Orcutt 
found that, on the whole, such series exhibit a high degree of autocorrela- 
tion.” Taken as a “fact of life,” the prevalence of serial correlation in eco- 
nomic time series leads to serious difficulty in the interpretation of statistical 
regressions among economic variables. In particular one may often find rela- 
tionships among variables which give a high degree of explanation, whereas 
in fact there are no real relationships.” But is it necessary to take serial 
correlation as a “fact of life,” and, indeed, isn’t its prevalence in economic time 
series an interesting phenomenon to be explained, if possible, on economic 
grounds? The authors believe the dynamic models underlying the statistical 
results presented in this paper, simple though they are, explain the prevalence 
of serial correlation in economic time series, and they do so on economic grounds. 
On the assumption that producers and consumers do not react instantaneously, 
to the fullest extent, to changed conditions, it has been shown in a previous 
paper,” that current quantities, both supplied and demanded, are positively re- 
lated to lagged-quantity.“ The model leading to this result can also be used 
to show that current and lagged prices are positively related. Little wonder, 
then, that positive serial correlation has been found in so many economic time 
series which are, after all, either quantity series, price series, or combinations 
thereof. 

Because the error or residual terms in the economic relations estimated 
usually arise from the omission of relevant variables, and because these 
variables are themselves serially correlated, evidence is frequently found of 
significant serial correlation in the residuals of estimated economic relations. 
This is a far more serious problem than the prevalence of serial correlation in 
the series themselves.” The presence of serial correlation in the error terms 
of economic relationships does not lead, under the most favorable circumstances, 
to bias and inconsistency of the estimates of the parameters of the relationships, 
but it does lead to biased estimates of the multiple correlation and the standard 
errors of the estimated parameters. In many economic relationships lagged 
values of the dependent variable may be included, and, in this unfavorable 





37 The proof will not be given he 

* Orcutt, G. H., “A Study of the Autoregressive Nature of the Time Series Used for 
Tinbergen’s Model of the Economic System of the United States, 1919-82,” Journal of 
the are Statistical Roclety sarees), vol. 111 (1948), pp. 1-52. 

3° See U. Yule, “Wh We Sometimes Get Nonsense a Between Time 
Series?” Journal of the Royal. Statistical Society, vol. 89 (1926), p. 1 ff 

# See the reference cited in footnote 4. 


*1 See equations (3) and (6) above. 
42 For a relatively nonmathematical account of these difficulties and attempts to deal 


with them from a statistical point of view, see Marc Nerlove, “Effects of Serial Correla- 
tion in the Error Terms,” in R. J. Foote, “Analytical Tools for Studying Demand and 
Price Structures,” U.S. epartment of Agriculture, Agriculture Handbook No. 146 
(August 1958), pp. 148-169. 
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circumstance, serial correlation in the error terms does lead to bias and incon- 
sistency of the estimated parameters. Several attempts have been made to deal 
with the statistical problem of serial correlation in the error terms of economic 
relationships, but none can be said to be truly successful.“ The authors believe 
that the model which underlies our method not only explains the evidence of 
a high degree of serial correlation in the residuals of estimated economic rela- 
tionships, but leads to a solution of the problems raised by this evidence. 

The nature of this solution is discussed here only for supply relationships, but 
it should be noted that the discussion applies equally well to demand relation- 
ships. Consider the estimating equation (6) based on our dynamic model and 
suppose that it represents a “true” relation and that the error terms u: are 
independent of one another (ie., not serially correlated). If one does not take 
a dynamie approach to the problem of estimating supply functions, one may 
try to estimate a relationship such as 


(7) 2y=a'+b'/pentect+uy’. 
Now if (6) is the true relation, 
(8) ud =(l—y)reit ue. 


Since, as indicated, z: tends to be positively serially correlated, 2:-, must be 
also, and so will be the residual terms u;:’ of equation (7) suggested by a static 
approach to supply. Thus, by taking a static approach, one neglects to take 
account of lagged quantity in the statistical analyses; hence, evidence of serial 
correlation must be found in the calculated residuals of those analyses. The 
presence of serial correlation shows up quite well in the static analyses pre- 
sented in tables 2 and 4 in the preceding section. On the other hand, by taking 
a dynamic approach, one does not omit lagged quantity and there is no specific 
reason for finding evidence of serial correlation in the calculated residuals of 
these regressions. Examination of tables 1 and 3 suggests that this is the case. 

While the particular dynamic models used in this paper are not perfect 
representations of economic reality, the results show that a significant contribu- 
tion to the solution of the problems raised by serial correlation can be made by 
formulating dynamic economic models of the same general type used here. 
Treating an economic problem as if it were purely statistical is not always the 
best approach.“ 

CONCLUSIONS 


The problem of estimating long-run elasticities of demand and supply has been 
posed by several previous workers. To date, however, it has not been adequately 
solved. The present paper applies a solution proposed in an earlier paper to the 
analysis of the demand for several important groups of commodities in the 
United Kingdom and to the analysis of the supply of several commercial vege- 
tables produced for fresh market in the United States. Although the dynamic 
models employed are relatively simple, the use of such models has been found 


to result in significant improvement as compared with the results of anaylses 
based on static models of behavior. 





48 See D. Cochrane and G. H. Orcutt, “Application of Least Squares Regression to Rela- 
tionships Containing Auto-Correlated Error Terms,” Journal of the American Statistical 
Association, vol. 44 (1949), pp. 32-61: Lawrence R. Klein, “A Textbook of Pconometrics” 
(Evanston: Row, Peterson & Co., 1953), pp. 85-89; and H. Wold, “On Least Squares 
Regression With Autocorrelated Variables and Residuals,” Transactions of the Interna- 


tional Institute of Statistics, vol. 32, pt. 2 (1949), pp. 277-289. 
“One of the most usual solutions to the problem of serial correlation in the residuals 


is the application of the first-difference transformation. See, for example, the reference 
by Richard Stone cited in footnote 20, pp. 290-291. As Stone points out, the use of first 
differences surmounts the difficulty only if the residuals, ut, of the untransformed relation- 
ship are generated by the following rather special Markov process : 


Usr=Uc-iter 


where e+ is an independently distributed error term. In addition to requiring rather 
special and unusual behavior of the true residual terms, the first-difference transformation 
may lead to badly biased coefficients. It is well known that extreme observations in 


unweighted regression analysis play a greater role in the determination of the slopes of 
the regression plane than do less extreme observations. Because of the inevitability of 


unsystematic errors in economic time series, the indiscriminate use of first differences may 


create extreme observations on the basis of errors alone. Hence, the blind use of first 
differences in the analysis of economic time series is to be frowned upon. 
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The methods utilized can be extended to cover cases in which price and quan- 
tity are jointly determined by demand and supply. They can also be extended 
to situations in which supply may be considered as perfectly inelastic in both 
the short and long runs, but the result of such an extension is not very practical. 

The statistical results presented in this paper are primarily illustrative. The 
principal shortcomings of the demand analyses are the lack of attention to 
simultaneous determination of price and quantity and too high a degree of 
aggregation. The major weakness of the supply analyses is the oversimplifica- 
tion of the basic supply relationships. It is to be hoped that this paper will 
stimulate further research designed to overcome these deficiencies. 

The results of the supply analyses presented indicate a wide range of coeffi- 
cients of adjustment. The investigation of differences among coefficients or 
elasticities of adjustment appears to be one of the most promising areas of future 
research. 

The most significant finding of the paper is that evidence of positive serial 
correlation in the residuals of the estimated supply or demand relationships is 
reduced or eliminated entirely when the suggested methods are employed. The 
reason for this striking difference between the dynamic and static approaches 
is explained in terms of the economic significance of the dynamic model em- 
ployed. The methods presented thus offer an economic solution to a problem 
which has heretofore been treated in purely statistical terms. 






















































PROGRESS REPORT ON COTTON PRODUCTION RESPONSE WITH SPECIAL APPLICATION 
TO THE SOUTHEAST 


Agricultural Research Service, Washington, D.C., U.S. Department of Agriculture, 
April 1958 


(By Michael J. Brennan’) 


SUMMARY AND CONCLUSIONS 





From 1943 to 1950, acreage allotments on cotton were not in effect, but con- 
trary to expectations, the acreage of cotton decreased. The effect of the drain 
of manpower on the acreage of cotton in the Southeast during this period was 
studied. The outflow of labor for military service and in response to nonfarm 
employment opportunities does not explain the decrease in acreage before 1949. 
Large underemployment on cotton farms in the Southeast before that year 
probably explains why the outflow of labor did not affect the acreage of cotton. 
Substitution of hay and peanuts (and perhaps pasture) for cotton acreage in 
response to relative changes in price provides a more adequate explanation of 
changes in cotton acreage before 1949. The data indicate, however, that after 
1949 the effect of off-farm work on cotton acreage assumed increasing importance. 

As a check on the results obtained for World War II and the postwar years and 
to expand the implications of these results, tentative acreage-response functions 
for cotton were constructed for the years from 1905 to 1932. A function was 
eonstructed for each of three regions: The Southeast, the Mississippi Delta, and 
the Southwest. For each region, the annual acreage of cotton was expressed as 
a function of the annual price of average cotton, the annual average prices of 
several substitute crops, and the trend in the acreage of cotton. A greater part 
of the change in acreage of cotton is explained by the estimates derived from these 
relations than by functions that attempt to explain the total acreage of cotton in 
the United States as a function of the average U.S. price of cotton. 
That is, by breaking down the total acreage of cotton in the United States into 
three regions and by expressing acreage in each region as a function of the 
economic forces that apply in that region, the ability to explain changes in the 
total acreage of cotton in the country as a whole is increased. 

The tentative results are not entirely satisfactory, but they do point up the 
need for more precise formulations of acreage and production response. Progress 
in this direction apparently demands a more economically meaningful subdivision 
of geographic regions and a set of acreage and yield response functions that will 
take into account the different economic forces in each region. The importance 


1 At the time this publication was prepared, the author was on the staff of the Farm 
Economies Research Division, Agricultural Research Service. 
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of potential substitutes, size and type of operation, conditions in the factor 
markets, and so on, differ among regions. The study reported here suggests that 
by taking these differences into account, improved quantitative knowledge of 
supply response in the United States as a whole can be obtained. Consequently, 
economic farm policy can be strengthened. 


INTRODUCTION 


In recent years, the problems of production response for agricultural com- 
modities have been increasingly recognized. The importance of greater knowl- 
edge of these problems in the formulation of agricultural policies designed to 
influence production is clear. The more that is known about the factors that 
determine the levels of production the better are the chances of formulating pro- 
grams with which to satisfy the goals set. The different forces that may influence 
the acreage devoted to a particular crop can be enumerated as can the systematic 
and random forces that determine yield per acre. From this knowledge, in some 
instances, probable qualitative judgments as to the direction production will 
take under assumed conditions can be made, but little quantitative information 
as to the relative importance of these various influences is available. Casual 
observation may produce misleading conclusions. Often, it cannot distinguish 
between forces that actually operated at some period of time and those that were 
not in operation. 

Cotton provides an example. When acreage allotments and marketing quotas 
on cotton are not in effect, comparative freedom is given to purely economic in- 
centives. What result should be expected? The removal of restrictions during 
World War II provides a laboratory in which the behavior of cotton farmers 
under conditions that changed with respect to acreage restrictions (relative to 
the previous years) and other factors can be observed. A detailed examination 
of the production of cotton during this period should yield a notable contribution 
to the knowledge of the relative importance of forces operating in the product 
and input markets. 

To reduce the problem to manageable proportions, the study reported here was 
confined primarily to changes in cotton acreage in the Southeast? But this was 
not the only criterion for limiting the study to that area. Most of the speculation 
concerning casual influences is centered on this region. It will be seen that the 
conclusions drawn from the study in the Southeast have wider applicability. 
Certain general implications emerge for the construction of aggregate supply 
functions, The first section of this report summarizes the situation in the United 
States as a whole and in the Southeast during World War Il years. The second 
examines the most popular hypothesis advanced to explain changes in cotton 
acreage in the Southeast, and the third provides an alternative explanation. The 
fourth section expands the alternative explanation by pursuing the implications 
of changes during the war for the general problem of supply response. 


COTTON ACREAGE AND PRODUCTION DURING WORLD WAR II 


In order to stimulate wartime production, acreage allotments and marketing 
quotas were removed from cotton in 1943; they were not reinstated until 1950. 
Contrary to expectations, the acreage and production of cotton not only failed to 
respond to the removal of restrictions ; they decreased relative to previous years 
for the United States as a whole and for each of the three major cotton-growing 
regions—the Southeast, the Mississippi Delta, and the Southwest. Table 1 sum- 
marizes the situation for the United States and the Southeast. 

In column 2 are shown the ratios of average prices received by farmers for 
cotton to support prices for the United States. In all except one of the war and 
postwar years, prices received exceeded support prices. In columns 38 and 6, 
planted acreages as of July 1 are taken as representative of acreage decisions 
by cotton growers. These estimates differ from harvested acreages by the extent 
of acreage abandonment. For both the United States and the Southeast, the 
average percentage of abandonment for the period covered in the table was small 
(about 2 to 3 percent of planted acreage); the annual percentages showed no 
trend ; and year-to-year differences were negligible. 


2The Southeastern States included in the study were North Carolina, South Carolina, 
Georgia, Alabama, and Florida. 
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In order to eliminate the influence of weather and other erratic elements, the 
trend value of yield per planted acre is shown in columns 4 and 7. The trend 
value also eliminates any systematic or planned annual variations in yield 
caused by more or less intensive use of inputs other than land. The amount of 
commercial fertilizer used per acre on cotton from 1928 to 1950 showed a general 
upward trend but no radical difference in the rate of change during war years 
relative to prewar years.* The average rate of increase in amount of fertilizer 
used per acre in the United States from 1933 to 1938 was approximately 4 percent 
per year. From 1943 to 1947, it was about 4 percent. The largest rate of 
increase Over a previous year Was 17 percent in 1933 while the largest war year, 
1943, showed a 7-percent increase. The Southeastern State that showed the 
most rapid rate of increase in use of fertilizer during the war was Alabama. 
The prewar average was 7 percent and the wartime average 7 percent. The 
largest Single prewar year was 1933 with an 18-percent increase, while the 
largest war year, 1943, showed a 13-percent increase over the previous year. 
These data indicate that use of fertilizer per acre in the Southeast probably did 
not respond generally to the removal of output restrictions. There may have 
been response in some areas, but quantitatively, it was small.‘ 

An index of man-hours used per acre in production of cotton shows a decline 
during the war and postwar years, of which more is said later. Mechanized 
cotton picking did not become important until 1948, and then it was adopted 
only gradually in the Southeast. Even today, it is not significant in this region. 
Substitution of tractors for mules in tillage operations shows no marked devia- 
tion from the upward trend during this period. Hence, with these minor 
qualifications in mind, the trend’value of yield per acre was taken as an estimate 
of intended yield. Columns 5 and 9 were derived by multiplying the number of 
planted acres by the trend value of yield per acre. Finally, for comparison, 
actual yields and production are shown in columns 8 and 10. 

Examination of table 1 reveals that with the removal of acreage allotments 
and marketing quotas, the drop in acreage and planned output that occurred 
lasted until 1948. The expansion of acreage in 1949 was probably due partly 
to the expectation of a return to production restrictions in 1950, which was re- 
flected in the sharp decline in acreage and production in that year. There was 
a pronounced linear trend in yields for both the United States and the Southeast. 
This trend is indicative of the upward trend in the use of fertilizer per acre, 
and the general shift in cotton cropland from East to West, where, because of 
soil conditions, irrigation, and so on, the yield per acre is considerably higher. 
The shift in growing location explains partly the slower rate of increase in 
yields in the Southeast relative to the United States as a whole. As actual 
yields fluctuate around the trend during the war and postwar years, it was 
assumed, on the basis of the information shown above, that any systematic 
deviations from the trend were negligible. Changes in production were thereby 
attributed primarily to changes in acreage. As a result, changes in acreage 
rather than changes in production are discussed in the rest of this report. 


EFFECT OF LABOR SUPPLY ON ACREAGE 


The explanation of the wartime decline in cotton acreage that has been rather 
widely accepted runs in terms of the outflow of labor from cotton farming dur- 
ing Warld War II. Although this hypothesis as such has not appeared in 
print,’ it is commonly assumed that with the outbreak of war, greater alternative 
income opportunities, together with compulsory military service, drew workers 
from production of cotton. Nonfarm employment opportunities expanded, espec- 
ially in the Southeast, where cotton is a labor-intensive crop and where wages 
for cotton labor were very low relative to nonfarm wages. The decline in 
cotton acreage (and perhaps a switch to less labor-intensive crops) is assumed 
to have been caused by the alleged decrease in the labor supply. 

It is difficult to measure labor outflow from cotton production on the basis 
of existing data. Whether one is concerned with the National, State, or local 


U.S. Agricultural Marketing Service, “Statistics in Cotton and Related Data,” U.S. 
Department of Agricultural Statistics Bulletin 99, June 1951, pp. 99 and 102. 

4 These data refer to number of pounds of fertilizer mix. ‘There has been a steady growth 
in the concentration of available nutrients in each pound of mix. There is no reason to 
assume, however, that this influences year-to-rear yield variations from trend. 

5See Street, James H., the “ ‘Labor Vacuum’ and Cotton Mechanization,” Journal of 
Farm Economics, 35: 381-397, 1953, for reference to this hypothesis (p. 381). 
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level, the ideal measure of labor outflow is the change in the number of labor 
units (preferably hours) actually applied to production of cotton. Unfortu- 
nately, data organized in such a way as to yield this measure are rare. 

The data cited by Street ® as rough indicators of this outflow are: (1) Farm- 
employment figures by census of agriculture regions; (2) farm versus nonfarm 
wage rates by regions, and wages for cotton picking versus nonfarm wage rates 
by regions; and (3) net off-farm migration figures and men withdrawn from 
farms for military service by regions. Comparisons are made between suc- 
cessive census years. 

The limitations on these data, however, cast doubt: as to thheir accuracy 
as indicators of the relevant decrease in labor supply: (1) The data are pre- 
sented for changes over 5-year periods; movements between census years are 
omitted; (2) wage differentials refer only to the hired labor force; (3) in 
farm-employment figures, farm operators and hired workers are counted as 
employed if they spent one or more hours at farmwork during the census week, 
and members of the operator’s household doing unpaid farmwork are counted 
if they put in 15 hours or more; (4) migration and selective service data are 
available for geographic regions only, and there is no assurance of a relation 
of proportionality between off-farm migration (including military service) by 
area and migration from cotton farming; (5) even if net migration figures were 
available for movements of persons out of cotton farming, they would not nec 
essarily imply an equivalent decrease in the number of persons actually working 
in the production of cotton. Wives, children, or elderly males may substitute 
for adult male workers who migrate. This would be particularly true of small 
farms operated by sharecroppers. Exchange of labor services among farmers 
may lead to more efficient use of a given amount of available labor in an area 
It implies that the number of persons on cotton farms cannot be taken as an 
accurate measure of the number of persons working in cotton production. 

Even more important, the relevant measure of a change in the quantity of 
labor supplied is the change in the number of hours of labor used in cotton pro- 
duction rather than a change in the number of persons working in cotton pro 
duction. Of those who actually work in cotton, some may work as much as 50 
hours a week; others may work only 20. 

An attempt was made in the study to obtain a more accurate and more eco 
nomically meaningful estimate of the change in labor supply. The effect 
changes in the labor supply on cotton acreage was also examined. 

Cotton is grown under diverse soil, climatic, and technological conditions in 
different regions. Because of these differences and because references to non- 
farm employment opportunities are usually concerned with the Southeast, in 
terest here is centered on that region. In attempting to discover the source of 
changes in cotton acreage in this region, however, more general implications 
arose with respect to the construction of aggregate supply functions. 

We have seen that the relevant measure of a change in the quantity of labor 
supplied is the change in number of hours, and that changes in number of per 
sons on cotton farms may not reflect changes in hours. 

Figure 1 shows the annual rates of change in a four-State index of labor hours 
used in cotton production from 1935 to 1955. Data for South Carolina, Georgia, 
Alabama, and Florida were included. Figure 1 shows also the annual rates of 
change in three-State indexes of farm employment and farm population.’ As 
Florida produces less than 1 percent of all cotton produced in the region, it was 
omitted in order to provide comparability of data. A close correlation between 
changes in acreage and changes in labor hours used may be observed. But labor 
hours show a substantial degree of variation that is independent of variations in 
farm employment or population. If the “pull” on farm labor influenced the 
acreage of cotton, changes in labor hours (and acreage) would be expected to 
vary with changes in farm employment, farm population, or both. 


of 


6 Thid., pp. 382-390. 

™The index of labor hours was computed from unpublished estimates of labor require- 
ments for cotton production by the Farm Economics Research Division, Agricultural 
Recearch Service, U.S. Department of Agriculture. Estimates from 1951 to 1955 are 
reliminary. The farm-employment index was made available bv the Agricu'tural Estimates 
Jivision. Agricultural Marketing Service, U.S. Department of Agriculture, from unpublished 
data. The unrevised three-State index was revised by an index for the South Atlantic 
region as a whole. The farm population data were taken from “Farm Population, Annual 
Estimates by States, Maior Geographic Divisions, and Regions, 1920-50. and for the 


United States, 1910-50,” U.S. Agricultural Marketing Service, Washington, D.C., November 
1956, table 2. 
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The reason for the independence of fluctuations in labor hours is suggested in 
figure 2. In order to test the hypothesis that the migration of labor is the cause 
of the decrease in acreage, two estimates of labor supply are utilized—the num- 
ber of labor hours used in cotton production and the number available for use 
An attempt was made to construct an estimate of labor hours available for cotton 
production on the assumption that if the number of hours actually used and the 
number of hours available are approximately equal, a reduction in the number of 
hours available during the war period can be considered the cause of the reduc- 
tion in cotton acreage. But if the number of hours used in cotton production is 
significantly smaller than the number of hours available for use, there is a “‘sur- 
plus” that can be removed without affecting cotton acreage. In the latter in- 
stance, hours of labor input can be varied independently of migrations of persons 
from cotton farms because of greater income possibilities or military service. 
Figure 2 depicts the number of labor hours used in cotton production annually 
and the minimal and maximal estimates of hours available for cotton production 
for the four States mentioned. The way in which these estimates of available 
hours were derived is explained in detail below. The minimal estimate is for 
census-of-agriculture years and the maximal estimate is for census-of-population 
years. Although the measures of available hours are necessarily crude, the con- 
clusions that may be drawn with confidence are significant. 
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The fundamental problem involved in estimating the number of hours avail- 
able springs from the way in which census data are organized. As no farm is 
solely a producer of cotton, the number of persons on “cotton farms” cannot 
be taken as an exact measure of the number of persons who work in cotton. 
There is also the problem of converting number of persons to number of hours. 
The minimal estimate of available hours is obtained from three sources of labor 
on cotton farms—hired workers, farm operators, and unpaid members of the 
operator’s family who worked 15 hours or more during the census week. The 
census of agriculture enumerates the number of persons in each of these cate- 
gories, by type of farm by States.° The planting, hoeing, and chopping season 
stretches from March or April to June or July, depending on location. The 
picking season begins in early September, reaches a high point in October or 
November, and trails off into December and January. Data on number of hours 
used indicate that preharvest labor requirements slightly exceed harvest re- 
quirements. For each census year in which the census week occurred in 
January or March, seasonal adjustments in numbers of hired and family 
workers were based on monthly farm-employment figures for the South Atlantic 
region. 

Hired workers are divided into regular workers (150 days or more of work) 
and seasonal workers (less than 150 days of work). Both are counted as full- 
time workers during the cotton planting and picking seasons. Each full- 
time hired worker is assumed to be available for 50 hours of labor per 
week for 10 weeks in the preharvest season and 10 weeks in the harvest sea- 






8 The census-of-agriculture classifications are not strictly comparable throughout the 
entire period 1935-54. The number of persons in each category of labor is classified by 
type of farm, that is, type of commodity produced. In 1945 and prior census years, 
cotton farms are included in the category “all field crops.” The number of cotton farms 
is estimated from a linear extrapolation of the trend of the proportion that cotton farms 
are of all field-crop farms. Also, prior to 1945, the type of farm is defined on the basis 
of “major source of income.” In 1945 and later years, it is defined on the basis of “50 
percent or more of the value of all farm products sold.””’ This lack of comparability leads 
to weaknesses in the estimates for census years prior to 1945, but the differences should 
not be great enough to alter the basic conclusions. 
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son.” Operators are divided into those available for full-time cotton work 
during the peak seasons (50 hours a week) and those available for part-time 
work (30 hours a week). Full-time operators are estimated as follows: Op- 
erators who worked 1 or more hours on the cotton farm minus the number who 
worked 100 days or more off the farm minus the number of operators 65 years 
of age or over. This division implies that those operators who worked 100 or 
more days off the farm are available for neither preharvest nor harvest work, 
and that those who worked less than 100 days off the farm are available on 
a full-time basis for both. Members of the operator’s family are included as 
part-time workers and assigned 30 available hours per week for 20 weeks. 

This approximation (the sum of these available hours) underestimates the 
true number of hours available for these reasons: (1) The data are reported for 
cotton farms, and a cotton farm is defined as one for which cotton amounted 
to 50 percent or more of the value of all farm products sold. Included in the 
labor hours actually used are hours expended on cotton on farms for which 
the crop amounted to less than 50 percent of the value of farm products sold; 
(2) some family workers will have worked less than 15 hours per week and so 
are not included in the census data; (3) it is likely that some farmers who worked 
100 days or more off the farm were-available for some preharvest or harvest labor ; 
(4) the amount of labor expended on cottonpicking in December and January, 
although it is relatively small, is not included; (5) some labor in the surrounding 
locality may have been available but not hired because of the availability of 
unpaid family labor. 

The measure of hours available tends to be overestimated because of the 
necessity of devoting hours to farmwork other than cottonpicking, even during 
the peak cottonpicking months. Farm chores and the care of livestock and 
other crops take time that should be subtracted from the estimate of available 
hours. fer, cotton production. The magnitude of this time is uncertain and 
difficult, if not impossible, to approximate from available data. The net effect 
is probably in the direction of an underestimate. The number of factors that 
contribute to an underestimate is greater than the number that contribute to 
an overestimate. Some of them, such as (1) and (5), are likely to carry more 
weight separately than any single factor that makes for an overestimate. 

The maximal estimate is taken from the Census of Population for 1940 and 
1950, the 2 census years included in the period studied. To facilitate com- 
parison, a straight line connects these two observations in figure 2. It is not 
intended to imply that the trend is actually linear. This maximal estimate con- 
sists of hired seasonal workers plus the farm population 15 years of age or over 
in these counties for which 20 percent or more of the harvested acreage is de 
voted to cotton. All males between the ages of 20 and 64 are considered to be 
full-time workers (on the basis of the preceding definitions). Part-time workers 
include all females 15 years old or over plus all males 65 years of age or over. 
The true number of available hours probably lies between these two estimates 
and closer to the minimal estimate. 

Figure 2 indicates that, at least prior to 1948, the number of labor hours avail- 
able greatly exceeded the number used. Although the estimate of number of 
hours available is admittedly rough, it is unreasonable to suppose that so large 
a difference can be accounted for by errors in the estin-ate of number of hours 
available.. During the 1930’s there was considerable undt.employment on farms. 
There can be no doubt that the wartime expansion of nonfarm employment and 
income opportunities drew available labor hours from cotton production in the 
Southeast. But the number of available hours, especially in the earlier part of 
the period, apparently exceeded those actually used to such an extent that the 
pull did not exert sufficient pressure on labor availability to explain the decrease 
in cotton acreage. 


* Beconomists who are familiar with cotton production in the Southeast believe that this 
is a reasonable minimal estimate of average annual hired labor availability. 
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1949-54, Southeast, 32 Economic Areas 
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Manufacturing employment is the chief alternative to farm employment in 
the Southeast. A correlation has been found between decreases in farm popula- 
tion and increases in manufacturing employment by States from 1989 to 1955 
(the correlation coefficient is 0.68). Nevertheless, no significant correlation could 
be found between cotton acreage by States and (1) manufacturing employment, 
(2) total nonfarm employment, or (3) manufacturing employment plus military 
inductions by States. If relations between cotton acreage and movements of 
labor out of cotton farming are taken as indicative of the effect of changes in the 
labor supply on changes in acreage, the picture is little better. When the data 
are broken down into census economic areas within States, no relation is evident 
between changes in farm population and changes in acreage. Also, for State 
economic areas, the percentage decrease in the acreage of cotton has been com- 
pared with the percentage increase in number of operators who spent 100 days 
or more in off-farm work, and here the relation is somewhat better. From 1935 
to 1954, the rates of change are measured from one census year to the next. Fig- 
ures 3 to 6 show four scatter diagrams relating the percentage changes in num- 
ber of cotton farmers who spent 100 days or more on off-farm work and the 
percentage changes in cotton acreage by State economic areas. Although the 
correlation improved steadily with time, no statistically significant correlation 
appears prior to 1949-54. For this period, the correlation coefficient is 0.55, 
which for 32 observations is significant at the 1-percent level. Furthermore, of 
the 32 economic areas, 11 show an increase in off-farm work of 8 percent or 
greater and 9 show an increase of 3 percent or less. With three exceptions, the 
areas that show a change of 8 percent or more in off-farm work also show the 
smallest average yield per acre in 1949; with two exceptions the areas that show 
a change of 3 percent or less in off-farm work show the largest average yield per 
acre in 1949. More accurate data on income, size of farm, and ownership posi- 
tion are not available.” The lack of adequate data limits the precision of con- 
clusions that can be drawn from the analysis in this section of the report. How- 
ever, the evidence suggests that labor outflow had little effect on changes in cot- 
ton acreage during the prewar period, when there was considerable under- 
employment of farm labor in the region. But beginning in the later stages of 
World War II, the effect of labor outflow on cotton acreage became increasingly 
apparent. Moreover, if present trends in migration and off-farm work in the 
Southeast continue, labor outflow will probably have a more pronounced effect on 
cotton acreage in the near future, subject to modifications imposed by price 
supports. 

CROP SUBSTITUTION IN RESPONSE TO PRICE 


The response of crop acreage to relative prices provides a more adquate 
explanation of the behavior of cotton acreage from 19438 to 1948. Price supports 
were in effect during World War II and the immediate postwar years, but prices 
of most crops exceeded support prices. On the average, prices received for 
cotton were 14 percent greater than support prices for the period 1941-48. When 
price supports are in effect, choice of the relevant price expectation that enters 
output decisions must be more or less arbitrary. 

Given the conditions of a free market, that is, a market in which prices are 
not influenced by a central authority, it is plausible to formulate a price-expecta- 
tion function for farmers. Then the expected prices by which acreage decisions 
are partly determined can be functionally related to several past prices, past 
acreage, or other relevant economic variables. When price supports are in 
effect ,however, there are no obvious criteria for choosing the relevant price to 
which acreage should be related. Equally cogent arguments can be advanced for 
choosing the current support price, a lagged support price, price received lagged 
1 year, or the current price received. We shall assume that the expected price 
determining harvested acreage is approximately equal to the actual price received 
by farmers (harvested acreage related to price lagged 1 year does not yield 
notable quantitative differences in the conclusions). The choice of actual cur- 


10 Some further evidence of the growing effect of labor outflow on cotton acreage is 
provided by the experience in the Piedmont in 1949. The Piedmont is an area of heavy 
industrialization as well as an important cotton-growing area. Cotton nereage in the 
Piedmont behaved much as acreage in the other southern areas during World War II. 
In 1949, however, when cotton acreage expanded in all other areas, the expansion in the 
Piedmont was negligible. This may well have been due to a labor shortage in cotton 
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rent prices received is justified on the ground that they exceeded the support 
prices in each year except 1944. 

Given the expanding demand conditions that prevailed from 1941 to 1948 and 
changes in the support price, it is plausible to assume that farmers expected 
actual prices to exceed continuously the support prices. Wartime requirements 
for cotton introduced a greater element of certainty with respects to military 
and civilian demands for cotton. These continuous upward shifts in demand, 
together with changes in the support price, which lagged behind increases in 
market prices, provided a basis for expectations with respect to changes in the 
actual market prices. Therefore, it is likely that the prices expected by farmers 
more closely approximated the current actual prices than either the support or 
the lagged actual prices. 

If relative prices were the dominant force operating on acreage decisions, we 
should observe that the percentage of total cropland devoted to cotton is nega- 
tively correlated with the ratio of the price of a substitute crop to the price of 
cotton. We must observe also that the percentage of cropland devoted to the 
substitute crop is positively correlated with this price ratio. For each of our 
five Southeastern States, the acreage harvested for the nine most important crops 
was tabulated. These crops are cotton, wheat, corn, oats, soybeans, cowpeas, 
hay, tobacco, and peanuts. In terms of cropland harvested, corn and hay were 
found to be important potential substitutes throughout most of the region; pea- 
nuts are especially important in Georgia and Florida and tobacco in North 
Carolina. From annual State data, simple correlations were run between the 
ratios of harvested cotton acres to total acres harvested for all nine crops and 
the ratios of prices received for potential substitutes to the prices received for 
cotton. Correlations were also run between the ratios of acreages of potential 
substitutes to total acres and the corresponding ratios of prices of substitutes to 
cotton prices.“ The correlation coefficients for each State are shown in table 2 
for the prewar years (when acreage restrictions were in effect) and for the war 
and postwar years when allotments and quotas were absent. 


11 The presence of pronounced trends in the acreages of cotton and potential substitutes 
might seriously weaken confidence in the correlations. Opposite trend movements in 
cotton acreage and acreage of potential substitutes might have occurred in the absence of 
relative price changes. If these trends are not slight, the series should be adjusted to 
remove their influence. There is a decreasing linear trend in cotton acreage in the South- 
east (see sec. V). The trends in acreage of potential substitutes are much smaller than 
in the case of cotton. When acreages are expressed as percentages of total cropland, the 
trend component of changes in acreage is significantly reduced. The shortness of the 
Series, the existence of acreage restrictions prior to World War II, and the conditions of 
the war period may also lead researchers to question the importance of trend movements 
during the period studied. In order to test further the importance of trend, correlations 
were run between annual rates of change in relative prices and annual rates of change in 
acreages. ‘The correlation coefficients are statistically significant at the 5-percent level; 
they do not differ appreciably from those obtained in table 2. 
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Items correlated 


TABLE 2.—Indicators of changes in cotton acreage in response to relative prices? 








Alabama: 
Price of corn and acreage of: 
RE Ro RicnbiietckasGwaks anne caw ‘ nae cabusbes tee ebuns 
I taeda addins dbetehenocndeamaesShneeh a aeamall 
Price of hay and acreage of: 
aaa MRE a lati dick eis Tavs succor dtc Sonshine ae eels «mean 
diab ccininnitnnes= tndgdnianen ohiinnent cisco eileen 
Georgia: 
Price of corn and acreage of: 
EE nee tenantcRaan nc wath ek ncie abn ineale mind dabei tages akirk aaeemek 
SIR siti ieeciecémeesinn Lttiainictpashtas Shans indi ati lia vas tanaiiiiin witctoeilbs Sabina 
Price of hay and acreage of: 
ick Netic bo kdindtdacasaideebbhehanndbadGann cus unstuck tues eee 
Dik der cuipenbiigh eeemineedhaseneunihennenish, Wckudhaennauget 
Price of peanuts and acreage of: 
I ciicinnn se idancin teehee dielgisgtebntlcsndeurnstdesnseanseaee 
Rs a ivatiueccctvecmcckatdesccdbbancds SdidepnlenuKte wakanekenntoncien 
Florida: 
Price of corn and acreage of: 
Eh ccdidecaniehhnnddcshbhanaxtoadenbunes tebbunnwceenas aosetast 
RN secs aie acnciicinin din duienanis bie calpains hie emma irn bine masonic 
Price of peanuts and acreage of: 
al a i se aide ipa alban 
Cotton 


South Carolina: 
Price of corn and acreage of: 


Cotton 


North Carolina: 
Price of corn and acreage of: 


ORES 5 coe cn0 gts Luoktabitccdesp inst etdddahweeTicmeietduiwahnnceivadabas 

i i dk nictcecdnncianpesnabandkeddncadghpactupesicwseanhsencssenucGh 
Price of tobacco and acreage of: 2 

ik sk cncepinkinns Ktsntcceshbbakanddunipetpndinekasnbeachuph aman sic 

Cotton. ..-. cian piithdnssseibbidelidgerqtenktsebgetetdeceseehubaie 


Price of hay and acreage of: 
Hay 3 





Period ? | Correlation 
coefficients 

1933-41 | —0. 25 
1942-48 +-. 22 
1933-41 +. 22 
1942-48 —.23 
1933-41 +. 20 
1942-48 +. 80 
1933-41 —.16 
1942-48 =~. 
1933-40 —.13 
1941-48 +. 46 
1933-40 +. 11 
1941-48 —.39 
1933-40 +. 27 
1941-48 +. 92 
1933-40 —, 21 
1941-48 —.78 
1933-40 +. 33 
1941-48 +. 84 
1933-40 —.47 
1941-48 —.91 
1933-41 02 
1942-48 —.01 
1933-41 —.06 
1942-48 —.08 
1933-41 —.12 
1942-48 +. 82 
1933-41 —.14 
1942-48 —.81 
1933-41 +.18 
1942-48 +. 51 
1933-41 +. 34 
1942-48 —. 68 
1933-40 —.42 
1941-48 —. 57 
1933-40 +. 06 
1941-48 —.39 
1933-40 —. 24 
41941-48 +.77 
1933-40 +.13 
41941-48 —.79 
1933-40 +. 20 
1941-48 +. 92 
1933-40 —.44 
1941-48 —. 87 





1 Prices deflated by price of cotton. 
centages of total harvested acreages of all principal crops. 


2 Choice of period to be covered was dictated partly by factual information and partly by formation of 
scatter diagrams relating acreage and price received, which indicate that substitution began in Georgia 


Another reason for starting with 1941 for these 
2 States is the lower degree of underemployment and the underplanting of cotton, peanuts, and, in some 


Somewhat higher correlation coefficients were obtained by 


and North Carolina in 1941 and in the other States in 1942. 


instances, tobacco, relative to total cropland. 
omitting the 1942 observations in Florida, South Carolina, and Alabama. 


Acreage figures are harvested acreages of particular crops as per- 


3 Excludes alfalfa, clover-timothy, and lespedeza, which are not subject to year-to-year variations. 


Georgia and Alabama, excludes peanuts for hay in 1944-48 because significant part of acreage is hogged- 


off—information not available on peanuts for hay before 1944. 
41947 omitted because it shows as extreme deviation in scatter diagram. 


Agricultural Statistics, U.S. Department of Agriculture (annual), and unpublished data in the U.S. 


Agricultural Marketing Service. 
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Table 2 indicates that before 1941 there was little response of acreage per- 
centages to price ratios. No doubt this was due to the restriction programs. 
Except for the corn-cotton relation in Florida and North Carolina, the signs of 
all the coefficients reflect crop substitutions during the years 1942 to 1948. 
Nevertheless, the values of the coefficients for corn are very small, except possibly 
in South Carolina. Hay and peanuts are the strongest substitutes for cotton 
in the Southeast, with correlation coefficients in the neighborhood of 0.8 and 0.9. 
The correlation for tobacco is somewhat weaker; the explanation probably lies 
in the geographic separation of growing areas within the State, the different 
types of fixed inputs required for tobacco, and other factors that contribute to 
lags in response. The phenomenal rise in the price of livestock during World 
War II apparently accounts for the switch from cotton to hay. From 1940 to 
1950, there was a correlation between annual average prices received by farmers 
for meat animals and acreage of hay in the Southeast (the coefficient is 0.31) 
and between annual average prices received for dairy products and hay in this 
region (the coefficient is 0.76). Since 1940 the number of livestock on farms in 
the Southeast has increased steadily.” If the data were available on an annual 
basis, one might expect to find that there was also a substitution of cropland 
devoted to pasture for cotton acreage. Census-of-Agriculture data for 1940, 
1945, and 1950, indicate that cropland in pasture has increased continuously in 
the Southeastern cotton-growing States. The shortage of fats and oils in the 
United States during World War II and the consequent high price of peanuts 
probably accounts for the substitution of peanuts for cotton in Georgia and 
Florida. The patriotic appeal for increased output may have helped also. 

Care must be taken in interpreting the correlation coefficients for the World 
War II and postwar periods. The samples from which they were calculated 
consist of either seven or eight observations, and it is easy for sampling errors 
to distort the picture. Statistical tests for the reliability of the correlation 
coefficients were applied. The coefficient for cotton and corn in South Carolina 
should be rejected as unreliable on statistical grounds (it does not differ sig- 
nificantly from zero). The coefficients found for hay, peanuts, and tobacco are 
clearly acceptable.” The degree of confidence placed in the estimates must be 
based upon both economic logic and the statistical properties of the estimates. 
Although the sample is smaller than most samples with which economists work, 
sufficient reasons are drawn from economic theory to support the conclusions 
regarding crop substitution. If a larger sample were available, however, it 
would enable us to be more decisive about the conclusions. Acreage allotments 
were placed on cotton in 1950, but were removed again from 1951 to 1953. This 
does not help in the case of peanuts because peanut acreage was under allotment 
during this period. For hay, the other important substitute, we do obtain three 
more observations that are free from acreage restrictions. The results obtained 
from the introduction of these additional observations can only be described 
as inconclusive. For North Carolina, the reliability of the correlation was in- 
creased; for Alabama the results were mixed; and for Georgia the correlation 
was weakened somewhat." It is questionable whether data taken from this 
period can be considered as uninfluenced by acreage restrictions. There was 
little assurance that the absence of allotments would be more than a year or two 
in duration. The basic conditions that affected farmers’ expectations with re- 
spect to restrictions probably differed from those existing during World War II. 





130.8. Bureau of Agricultural Economics. ‘Will More Forage Pay?’ U.S. Departmen 
of Agriculture Miscellaneous Publication 702, November 1949. » : ° , 
The t test for small samples was used to test the statistical significance of the coeffi- 
cients. Coefficients for corn and cotton in South Carolina were found to be not significant 
at the 5-percent level. The others are clearly significant. For all correlations except that 
between corn and cotton in South Carolina this is equivalent to the statement that we 
reject the hypothesis that the ‘‘true’’ correlation coefficient is zero, that is, that there is 
no correlation in the population. By choosing the 5-percent level of significance, we reject 
the hypothesis that there is no correlation because the probability that the divergence 
between the empirical results and the hypothesis is due to chance is less than 5 percent. 

14 The correlation coefficients for hay acreage and relative prices and cotton acreage and 
relative prices are both approximately unchanged in North Carolina. With three more 
observations, this increases the value of ¢ by increasing the degrees of freedom. For Ala- 
bama, the correlation between the acreage and the price of hay does not change signifi- 
cantly, but the coefficient between the acreage and the price of cotton is reduced by about 
0.10. Both correlations are weakened for Georgia. The coefficient between the acreage 
and the price of hay decreases by about 0.08 and between the acreage and the price of 


cotton by about 0.13. 
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The way in which this short-term removal of allotments affected farmers’ expecta- 
tions is uncertain. 

To obtain an idea of the absolute change in cotton acreage in response to 
prices of substitute crops, cross elasticities were computed. Acreage of cotton 
is not expressed here as a percentage of total cropland. When two crops are 
substitutes in production, their price cross elasticities of supply are negative.” 
If the cross elasticity of cotton acreage with respect to relative prices of other 
crops is negative, its value gives a measure of the percentage change in cotton 
acreage in response to the percentage change in the price of substitute crops 
relative to the price of cotton. 

Cross. elasticities of the harvested acreage of cotton with respect to the prices 
of hay, peanuts, tobacco, and corn, each defiated by the price of cotton for the 
war and postwar years covered in table 2, were computed at the mean values 
of prices and acreages from multiple linear regressions as follows: 


Crops 
Hay: Elasticities 
i ih te igrcck scl Sioa argh ae 5s ate dieteceds sal eee —(. 84 
aN a id i cst inal emsembaial —(), 47 
aia cael ‘ ' _- —0. 64 
Peanuts: 
I i cnet I eh aise ccatie EN ela telah eb Rie mved ore a ta tilln sean acasaekeiincaing 
I en i ascii ence —1. 34 
"enpens s meertte: GOPOlNS os | cme enn tan eene nce ne ei eeiseruic i cet —(0. 22 
I a ic es li mk pee bhai s . —0. 09 


Simple linear regressions on the deflated prices of hay, peanuts, and corn wer 
used for Alabama, Florida, and South Carolina, respectively. For Georgia and 
North Carolina multiple linear regressions of cotton acreage on the prices of two 
substitute crops were used. The statistical properties of these latter regressions 
must be taken into account in interpreting the results. Multicollinearity was 
found to exist in the regression for North Carolina when the deflated prices of 
hay and tobacco were used as explanatory variables. Although this means that 
the separate influences of the two explanatory variables cannot be ascertained 
(the coefficients that satisfy the relation are not uniquely determined), the signs 
of the coefficients are still relevant. Therefore, they were included in the tabu- 
lation above. They must be interpreted with this reservation on their numerical 
values. 

The negative elasticities give further evidence of substitution, but the degree 
of substitution is relatively weak between cotton and tobacco and between cotton 
and corn. This corresponds with the evidence in table 2. 

The data presented in table 2 and the tabulation above support strongly the 
hypothesis that the dominant force operating to decrease the acreage of, cotton 
when restrictions were removed is to be found in the substitution of hay and 
peanuts (and perhaps pasture) for cotton during this period. Changes in inputs 
and in relative prices of inputs also need to be considered in any analysis of 
the substitution of other crops for cotton. The increase in the relative price of 
labor, for example, may have affected the decrease in cotton acreage in two 
ways. In the first place, the profitability of cotton production relative to pro- 
duction of substitute crops was reduced. The price of labor increased more 
than the prices of other inputs. Also, the quantity of labor used per acre is 
much greater for cotton than for crops such as hay and peanuts. Second, when 
changes in labor input are solely the result of changes on the supply side of the 
labor market (rather than changes in the demand for labor in response to 
relative to crop prices), then changes in the price of labor may be considered as 
another index of labor availability. As the supply of labor decreased, especially 
in recent years, the substitution of other crops for cotton may have represented 
partly a shift from labor-intensive to labor-extensive enterprises. The effects 
of changes in the wage rate of labor and changes in other costs on the profita- 
bility of cotton production relative to other crops need to be explored further. 

In the section that follows, the general implications of crop substitution for 
the construction of aggregate supply functions are discussed. In particular, an 
attempt is made to measure the influence of prices of substitutes on the acreage 
of cotton in the preallotment period. 


15 The cross elasticity of a commodity 7 with respect to the price of another commodity 
uv is defined as the percentage change in the supply of x with respect to a percentage change 
in the price of y relative to the price of all other commodities. 
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IMPLICATIONS FOR AGGREGATE SUPPLY FUNCTIONS 


Recent writings in agricultural economics have emphasized our lack of knowl- 
edge of aggregate supply response.” Most writers have not questioned the ade- 
quacy of our quantitative knowledge of supply response for individual products. 
Instead, they have stressed the shortcomings in our knowledge concerning 
changes in the supply of farm products as a whole. The factors connected with 
technological change and input-output relationships have received primary at- 
tention. 

The conclusions reached in the study reported here suggest that too much 
existing quantitative knowledge as to the response of individual commodities 
may have been assumed. The few known attempts to construct geographically 
aggregated supply functions for single commodities for the United States have 
used average U.S. data on acreage, production, prices, and so on.” Further- 
more, few workers have included the prices of other outputs or of inputs in 
their investigations. This type of averaging may lead to results that are ac- 
curate enough for some products. However, many crops are grown over wide 
areas, within which technological conditions, soils and climate, alternative crops, 
wage rates, and so on, differ enough to produce different production responses 
in different locations. As these differences are masked by average figures for 
the United States as a whole, it is likely that the quantitative predictions these 
data yield are unreliable. 

These considerations imply that a more fruitful approach to the problem of 
supply response can be found in more microeconomic research (other than 
studies of individual farms). The total U.S. supply could then be built up 
from several functions—one for each geographic region containing the variables 
relevant to that region. Ideally, each region would be defined in terms of homo- 
geneity of crop substitutes, type of operation, controlled inputs, climate and 
soil, technology, and so on.* 

As a special case, it may be acceptable to define one region which includes all 
U.S. acreage devoted to a particular crop, that is, the region would be the United 
States as a whole. To do so, it would be necessary that the fundamental condi- 
tions that affect production be approximately the same in separate geographic 
locations. This is basically the problem of defining the extent of the markets for 
inputs and output. Substitute crops, the stage of technological advancement, and 
the nature of the labor market must be similar enough to justify the use of 
average U.S. data on prices, wages, and so on. For cotton, at least 10 eco- 
nomically defined regions would be required. Of course, data must be available 
by economic regions, and our present geographic classifications prevent the reali- 
zation of this ideal.” In addition, as planned output is the product of planned 
acreages and planned yield per acre, a completely adequate supply function should 
include a yield-response component for each region. In future years, the with- 
drawal of labor from cotton production will probably become more important. 
Its influence might be summarized in the wage rates for hired labor and estimates 
of returns to “unpaid” labor and management. Other factors that operate in the 
input markets may also affect output markedly. Here again, the effects in various 
regions may show significant quantitative differences. 

As an initial step in the direction of regional aggregation, a tentative cotton 
acreage-response function for the United States has been constructed for the 
period 1905-32 (prior to price supports). Only under very restrictive assump- 
tions as to the behavior of planned yields can it be considered as an approximation 
to the supply function. The acreage of cotton in the United States has been 
divided into three geographic categories.” In each of the three regions the 


1% Cf. Schultz. T. W., ‘Reflections on Agricultural Production, Output, and Supply,” 
Journal Farm Economics, vol. 38, pp. 748-762 (1956). Johnson, G. L., “Some Facts and 
Notions About the Supply Function for Agriculture,” unpublished paper presented at the 
Conference on Adjusting Commercial Agriculture to Economic Growth, Chicago, IIL, 
March 18-19, 1957. 

17 See Nerlove, M., “Estimates of the Elasticities of Supply of Selected Agricultural 
Commodities,” Journal of Farm Economics, vol. 38, pp. 496-509 (1956). 

48 A possible complementary technioue of research where it would be possible to measure 
more accurately changes in profitability might be analysis of typical farms representative 
of the important production situations in the area. These representative situations could 
be weighted on the basis of their relative importance in aggregating for the region. 

% The 1954 Census of Agriculture contains a special report entitled “Cotton Producers 
and Cotton Production,” vol. III, pt. 9, ch. II, in which data on cotton are classified by 
10 subregions. 

2” The Southeast includes North Carolina, South Carolina, Georgia, Alabama, and Florida. 
The delta consists of Louisiana, Mississippi, Arkansas, Tennessee, and Missouri. The 
Southwest includes Texas, Oklahoma, California, Arizona, and New Mexico after 1921. 
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acreage of cotton is expressed as a function of the expected price of cotton, the 
expected prices of selected substitute crops, and trend. The introduction of time 
into the multiple-regression equation is equivalent to measuring the set of other 
variables as deviations from linear time trends. An estimate of total acreage for 
the United States can be obtained by adding the estimated acreage in each of the 
three regions. 

By this formulation, the acreages of cotton on July 1 in each region are ap- 
proximated from observations on estimated expected prices in the region and a 
trend variable. The expected prices of each crop are assumed to depend upon 
two past prices; they are computed from J. R. Hicks’ elasticity of price expecta- 
tion." This is equivalent to the assumption that the expected percentage change 
in price in the current year relative to the price in the preceding year is propor- 
tional to the percentage change in price last year relative to the price 2 years 
ago. (See appendix.) In estimating expected prices from knowledge of two 
past prices, price lagged 1 year is weighted more heavily than price lagged 2 
years. The past prices are season average prices received by producers. For 
each State, they are weighted by the acreage in the State and deflated by an 
index of prices received for all farm products. The choice of potential substi- 
tute crops was determined by the number of acres devoted to various crops in 
each State. Measured in terms of acreage harvested, the important potential 
substitutes in the Southeast are corn, hay, tobacco, and peanuts. Corn and hay 
are potential substitutes in the delta region, and corn, wheat, and oats in the 
Southwest. In the Southwest, substitute crops in California, Arizona, and 
New Mexico were ignored because these States produced less than 3 percent of 
all cotton produced in the region. Grain sorghums were important in Texas 
and Oklahoma but they had to be omitted because the series on acreage and 
price did not go back beyond 1918. In general, the delta and the Southwest are 
more homogeneous than the Southeast with respect to substitute crops grown in 
various areas within the region. 

The acreage-response function is assumed to be approximately linear in each 
region. The following relations were found for the regions indicated. The partial 
regression coefficient for the expected price of oats does not differ significantl) 
from zero, and it was omitted from the equations. Figures in the parentheses ar 
standard errors of the regression coefficients.” 





























X¥.=12.02+ 0.29P., — 0.05P, — 0.02P, 0.10P, — 0.13, 
(40.097) (+0.019) (40.009) (+0.020) (+0.058) 


R2?=0.79 

X4=6.37+ 0.25P, — 0.06P, + 0.16, (2 
(+0.080) (-+0.031) (-+0.087) 

R2—0,.84 

X~=11.76+ 0.48P, — 0.03P, — 0.07P, + 0.17; (3 


(+0.151) (+0.014) (+0.031) (+0.111) 
R?=0.73 


X,, Xg, and Xy are the estimated planted acreages on July 1 for the Southeast, 








the Delta, and the Southwest, respectively, measured in millions of acres. P,, 


P,, P;, P,, and P, are the expected prices in cents per unit of cotton, corn, tobacco, 
peanuts, and wheat in each region. Each expected price was computed by the 
method outlined previously. The trend variable is represented by t. 















2 Let P; represent the expected price in year tand P; the actual price. The elasticity of price expectation 
a, is defined as: 

Pi— P t-1) Pt-1) —Pt-n 

oeigeelne® piles Sadteebnaiatineiaaiatee 


P (1-1) P (t-2) 


where aisa constant. Pris estimated from this relation after a has been determined by least squares from 
the relation log P(-1) =@ log Pt-2) +log k, where k is a constant. 

= The standard errors have the following interpretations: Assuming a normal distribu- 
tion of sample coefficients from a large number of samples, the chances are approximately 
68 in 100 that the computed coefficient lies within one standard error of the “true” or 
population coefficient. he chances are approximately 95 in 100 that it lies within two 
standard errors of the population coefficient. Using R Frisch’s bunch maps, no definite 
multicollinearity could be estimated among the explanatory variables. However, for the 
expected prices of corn and wheat in the Southwest, the conclusions that can be drawn 
from the bunch maps are uncertain. To test for the presence of autocorrelation in the 
residuals, the ratio of the mean square successive difference to the variance was used. 
The hypothesis of no significant autocorrelation cannot be rejected. 
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Comparison of the numerical values of the coefficients in each equation indi- 
cates the relative importance of the variables in determining the acreage of 
cotton on July 1. For the period covered by the data, the relatively small values 
of the coefficients of prices of substitute crops suggest that substitution of other 
crops for cotton occurred only when relatively large changes in price were ex- 
pected for the substitutes. The comparatively weak multiple correlation co- 
efficient (R) in the Southwest is probably due to the omission of grain sorghums. 

These results may be compared with those obtained by writers who have used 
average data for the United States as a whole and have not included the prices 
of substitutes in their estimation procedures. Nerlove™ expresses cotton acreage 
as a function of the expected price of cotton and trend. The expected price is a 
weighted average of several past prices. Earlier investigations commonly used 
cotton price lagged 1 year as the explanatory variable. The price elasticity of 
acreage of cotton with respect to the expected price of cotton is a measure of 
the percentage change in the acreage of cotton that would accompany a given 
percentage change in its expected price, all other expected prices remaining 
constant. Nerlove estimates the price elasticity of supply (acreage) as 0.67 as 
compared with approximately 0.20 derived by previous writers using price 
lagged 1 year. Our estimates of price elasticity lie between these two. For the 
Southeast, the Delta and the Southwest, the price elasticities are 0.33, 0.31, 
and 0.37, respectively. They were derived from equations (1), (2), and (3) 
at the mean values of expected cotton prices and acreages. It is questionable 
whether a simple linear aggregation of the three acreage-response functions is 
appropriate. 

For comparison purposes, however, a supply function for the United States 
which is a linear sum of (1), (2), and (3) has a price elasticity of approxi- 
mately one. (See appendix.) The percentage of the total variation in cotton 
acreage attributed to the explanatory variables (reflected in the value of R*) 
is 0.59 for price lagged 1 year and trend and 0.74 for Nerlove’s expected price 
and trend. Equations (1), (2), and (3) show R*® values of 0.79, 0.84, and 0.73, 
respectively. The trend variable summarizes the systematic forces affecting 
acreage that were not included independently in the equation. A reduction in 
its coefficient reduces our “ignorance” about the separate influence of these 
forces. The trend coefficients in (1), (2), and (3) are slightly less than those 
obtained by Nerlove. He finds a trend coefficient of 0.18 as compared with a 
trend coefficient of 0.48 in the relation using prices lagged 1 year. 

The preliminary geographic breakdown into three regions shows some im- 
provement in our ability to explain changes in cotton acreage. The results are 
not entirely satisfactory but the tentative nature of these quantitative estimates 
must be emphasized. They do point up the need for more precise formulations 
of acreage and production response. 

Putting aside the problems of total production and yield response, more exact 
criteria for an acreage-response function are required. Progress in this direc- 
tion may demand a more economically meaningful subdivision of geographic 
regions. This is indicated by the number of prices included in the acreage 
function for the Southeast. Peanuts, for example, are not grown throughout the 
southeast. The influence of the expected price of peanuts on the acreage of 
cotton is greater in Georgia and Florida than in the Carolinas. The importance 
of tobacco as a potential substitute for cotton differs in various States of the 
southeast. There is a similar situation in Texas. Cotton is grown in the 
black prairie, the high plains, and the southern coastal areas. The relative 
importance of substitutes differs among these areas. They differ also through 
time. In the Delta in recent years, the acreage devoted to soybeans for beans 
has expanded. In Texas and Oklahoma, hybrid grain sorghums have been 
developed. 

A closely related consideration is the criterion for choice of potential sub- 
stitutes. The basis used here is the magnitude of land devoted to a crop. 


23 Nerlove, op. cit., p. 501. More exactly, the Nerlove formulation assumes that decisfonmakers revise 
the price they expect in the coming year in proportion to the error made in predicting price in the current 


year. That is, ‘ ‘ : 
P.i— P «-1) =p6(P t-1) — Pv t-1)).0 need, 


where P; and P¢-1) are exnected prices in year ¢ and t—1, respectively, P r-1) is the actual price in year 
t—1 and 8 is aconstant. This equation is a first order difference equation in expected price, the solution 


of which is ‘ 
P¢=BP «t-1) +(1—8)*BP (1-2) +(1—B) BP ct-3y +... 


That is, expected price can be expressed as a weighted moving average of past prices, where the number of 
past prices to be included is determined by the data. 
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Although small in land coverage, truck crops probably play a more important 
role as a substitute for cotton than is indicated by number of acres alone. 
Probably, type and size of operation should receive some weight in the choice of 
substitutes in different regions. In addition, a more appropriate price-expecta- 
tion function may be called for. Changes in demand and supply in the markets 
for factors of production have not been taken into account in our model. Only 
continued research and consistent empirical success will enable researchers 
to choose between alternative formulations. Some simplification in choice of 
variables and classification of data is always required. In any research, some 
variables must be omitted. The problem reduces to choosing the most important 
variables and relegating the rest to the role of random disturbances. In the 
geographic breakdown of production response, probably a _ less-than-perfect 
classification must be accepted in order to make the problem manageable. 

The results obtained for the years from 1905 to 1982 suggest that prices of 
substitute crops partly explain changes in cotton acreage. The World War II 
experience indicates that under appropriate conditions, cotton farmers respond 
significantly to relative price changes. If our concern is with future years and 
future economic farm policy, improved quantitative knowledge about the relative 
importance of the several factors that influence acreage and production will 
be valuable. Quantitative estimates are more meaningful for rational planning 
than either casual empirical observations or a priori qualitative inferences. 





















APPENDIX 
Tue DERIVATION OF EXPECTED PRICE 


Assume that the price in period ¢-1 is an exponential function of the price in 
period ¢-2. Then 


(4) 









Po-y=K P* (4-2, 







where k and @ are constants. Expressing this relationship in logarithmic form» 
(4) becomes 


(5) log Pa-n=a log P(j-2) + log K. 











The elasticity of any variable y with respect to another variable x is the ratio of 
the percentage change in y to the percentage change in x More exactly, it is 
the first differential of y over y divided by the first differential of z over x. This 


dy = : : a a 
may be expressed as = . ~ Following this definition, we have for (5) 
¢ 
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where a is the constant elasticity. a@ can be estimated by least-squares techniques- 
We can approximate d P(;-1) and d Pi;-» by taking first differences. Then (6) 
becomes 


(7) P,- Pon =e Pa-y— Pu-», 
Porn P (1-2) 


We have substituted the expected price in period t, P,, for the actual price, which 
is unknown in period ¢. However, the past prices, Pc;-1) and P(4-2), are known. 
a has also been estimated. Solving for P;, we have 


(8) P,.= Pry 


=a l1—a)P 
) PM +( (t-D 


It may be seen from this relation that P,;~-1) carries more weight in the determina- 


tion of P, than does P,¢-2. 
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DERIVATION OF THE ELASTICITY OF THE ACREAGE-RESPONSE FUNCTION FOR THE 
UNITED SIATES AS A WHOLE 


It was mentioned earlier that the elasticity of cotton acreage with respect to 
the price of cotton for the United States as a whole was computed from a linear 
sum of the three regional acreage-response functions. This aggregation gives the 
following acreage-response function for the United States as a whole: 


(9) Xu=Xe+XatXe=30.15+1.02P,—.14P,—.02P,—.10P,—.07 Pw +.208. 


Y.. is total acreage for the United States as a whole. The other variables have 
been defined in the main body of the study. From this relation, the elasticity 
of total U.S. cotton acreage with respect to the average price of cotton is derived 
as follows: 


dX, P 
10) ——".— = (1.02) (.97) =.99, 
( uP. X, (1.02) ( 


in which ¥, and P, are the arithmetic means of cotton acreage and weighted 
prices in each region. 

This naive summation procedure assumes that the parameters in the aggre- 
gate acreage-response function for the United States as a whole are simple 
unweighted sums of the corresponding parameters in the regional equations. 
From a mathematical (and an economic) viewpoint, this assumption is unten- 
able. Only a few brief comments on aggregation in economic models can be 
included here.“ In general, the intercept in the U.S. response function depends 
not only on the corresponding intercepts in the regional functions but also upon 
other slope parameters (coefficients) in the regional equations. The slope 
parameters in the function for the United States as a whole depend not only 
on the corresponding slope parameters in regional equations but also upon the 
other slope parameters in the regional equations. Finally, both the intercept 
and the slope parameters in the U.S. function may depend upon the values of 
the variables in the regional equations. The problem may be expressed some- 
what differently: Weights enter into the summation process but are ignored in 
the naive method of simple summation. The weights in the summation of 
regional intercepts, for example, are related to the slope parameters in the 
regional equations. Under certain conditions, these weights are zero; when 
this occurs simple unweighted addition of the intercepts is acceptable. It is 
doubtful, however, that these conditions are met in the case of cotton. 

The problems involved in the aggregation process render the estimated elas- 
ticity of total U.S. acreage with respect to the price of cotton (0.99) untenable. 
The elasticity is probably smaller. The suggestions advanced in pages 28 to 
29 of this report must take into account a more sophisticated method of aggre- 
gation, which requires a comprehensive study of acreage response for cotton. 


Secretary Benson. We have talked about what we asked for and 
what we got. Could we be permitted to put in the record a list of 
what we asked for and what we got, year by year? 

The CHarrMan. Yes, indeed. 

Senator Humenrey. I make that request of the Secretary. 

The Cuatrman. Yes, indeed. In giving the data that has been 
asked for, I wish you would also state for the record what authority 
you had. As I remember, you had authority to fix supports between 
75 and 90 percent. Instead of fixing it to a lower rate, you fixed it to 
a higher rate. I would like to know why. 

Secretary Benson. You mean indicate what the support level was? 

The Cuarrman. Yes, what the support level was and what your 
anthority was to make it lower. = 
Secretary Benson. I would be happy to do it. 






2% See Theil, H., “Linear Aggregation of Economic Relations” (Amsterdam, North-Hol- 
land Publishing Co., 1954) for a complete discussion of the problems of aggregation. 
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Requested 


. Wheat: 
(1) Set-aside a substantial part of wheat carryover 
(2) Relate price support level to support under Agricul- 
tural Act of 1949 (75 to 90 percent). 












(4) Shift from old to new parity beginning in 1956_-- 
Rice: (1) Allow mandatory supports at 90 percent of parity 
to expire with 1954 crops. 


B, 






. Corn: 
(1) Continue support within 
fiexible scale. 
(2) Permit transition to new parity--- 
(3) Raise normal carryover allowance from 10 to 15 
cent. 
(4) Abolish marketing quotas. -.-.-.------ 
Cotton: 
(1) Set-aside a substantial part of cotton carryover. 
(2) Relate price support to supply under Agricultural Act 
of 1949 (75 to 90 percent). 















D. 


(3) Shift from old to new parity beginning with 1956__-__- 
(4) Repeal provisions which require maximum use of pro- 


duction restrictions before support level is reduced. 


E. Peanuts: 
(1) Relate price support to supply under Agricultual Act 


of 1949 (75 to 90 percent). 






(2) Shift from old to new parity beginning in 1956 
F. Tobacco: (1) Retain present program __-- 
G. Wool: (1) Authorize use of payments to support prices at 90 
percent of parity. 












Requested 


1. Soi] bank: 
Acreage reserve aes 
Conservation reserve _ - 
2. Price sunport: 
A. Corn: (1) eliminate acreage allotments and put price 
snnport on discretionary basis.! 
B. Wheat: 
(J) Exemvt wheat used on farms from marketing 
quotas. 
(2) Permit Secretary to sell limited quantities of 
CCC wheat for feed. 
(3) Exnand noncommercial area beyond present 12 
States. 
(4) Continue to exemot durums from acreage allot- 
ments and marketing quotas for 1 year. 
C. Cotton: 
(1) Eliminate Middling 74-inch cotton as standard 
for narity. 
(2) Consider nse of quantity allotments__-- eee 
D. Rice: (1) Eliminate acreage allotments and marketing 
qnotas and nut price support on discretionary basis.? 
E. Peannts: (1) Eliminate minimum national acreage 
allotment. 
F, S»gar: (1) Renew Sugar Act of 1948.._.........-..---..- 
G. Dollar limit on price supports to any producer 
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(The documents referred to are as follows :) 


Price support requests and action taken 1954 


(3) Continue acreage allotments and marketing quotas_- -- 


75 to 90 percent but change | 


5) per- | 







1959 


, farm program message 





| Action taken 
ti saree 


| Authorized in Agricultural Act of 1954, 
| While already in law, it had been pre- 
| vented from becoming effective, until 
| 1955, except that Congress provided 
82.5 percent for 1955. 
No action needed; already in law. 
Do. 
While already in law, it had been pre- 
vented from becoming effective until 
| 1955. 
No action taken to change scale. 
| No action needed; already in law. 
Authorized in Agricultural Act of 1954. 


Do. 


Do. 

While already in law, it had been pre- 
vented from becoming effective until 
1955. 

No action needed; already in law. 

Not authorized. 


While already in law, it had been pre- 
vented from becoming effective until 
1955. 

No action needed; already in law. 

No action needed. 

Authorized in National Wool Act. 





Price support requests and action taken 1956 farm program message 












1 Listed as alternative to acreave reserve— 
testimonv hefore Honse committee on Feb. 


21, 1956. 
? Listed as alternative to acreage reserve. 


Secretary recommended elimination of corn acreage allotment in 


Action taken 


Approved in Agricultural Act of 1956. 
Do. 


Not authorized. 


Do. 
Do. 
Do. 


Authorized. 


Not authorized. 


Do. 
Do. 


Do. 


Authorized. 
Not authorized. 
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Price support requests and action taken 1958 farm program message 


Requested Action taken 


1. Soi] bank: 
Conservation reserve: Strengthen by increase of funds to 
$450 million. 
Acreage reserve: Terminate with 1958 crop 


$375 million authorized. 


l 
| 
| 
| 


Authorized by eliminating appropria- 
tion. 
2.§ Price support: 
A. Corn: | 
(1) Eliminate acreage allotments_-._._...........__- | Done by Agricultural Act of 1958. 
(2) Support at 60 to 90 percent of parity | Agricultural Act of 1958 authorized 
support at 90 percent of 3-year aver- 
| age price but not less than 65 percent 
| of parity. 
. Other basic commodities: | 
(1) Authorize Secretary to increase acreage allot- No action taken. 
ments above formula provided by law. 
(2) Eliminate escalator clause Agricultural Act of 1958 effective these 
crops: Rice 1959, cotton 1961. 
(3) Widen range in support to 60-90 percent of | Agricultural Act of 1958 widens cotton 
parity. and rice only to 70-90 rercent for 1961 
crops and to 65-90 percent beginning 
1962 crops. 
(4) Eliminate Middling 74-inch cotton as stand- | Effective with 1961 crop under Agricul- 
ard for parity. tural Act of 1958. 
C. CCC Advisory Board: (1) Enlarge and increase re- | No action taken. 
sponsibility. 
D. Dairy products: (1) Widen range in price support to Do. 
60-90 percent. 
i. Wool: (1) Extend National Wool Act! Done by Agricultural Act of 1958, 


1Added by Secretary’s testimony. Rest of program duplicated in Secretary’s testimony. 


Changes in farm program recommended by Secretary of Agriculture in letters to 
Senator Ellender (May 2, 1957) and Representative Cooley (May 28, 1957) 


Recommended | Action taken 





Ellender letter: 
Contained no specific recommendations but implied that 
Secretary should have full discretion on all mandatory 
commodities using 8 standards in sec. 401 of the Agricultural 
Act of 1949. | 
Letter also pointed out that legal formulas for acreage allot- 
ments were obsolete. 
Cooley letter: 
1. Suggested 2 alternatives for basics with preference for (a): 
(a) Support between 0 and 90 percent of parity using | Not authorized. 
8 standards in sec. 401 of the Agricultural Act 
of 1949. 
(0) Support between 60 and 90 percent of parity using | 
these same 8 standards. 
2. Discontinue use of Middling 7%-inch cotton as standard 
for parity price. 
3. Wheat used on farm where grown should be exempt from | Exemption provided on up to 30 acres. 
marketing quotas. | 





(Note. Also see supplemental statement filed by Department of Agriculture 
on p. 223.) 


STATEMENT FILED ny SENATOR SYMINGTON ACCOMPANYING REPORT OF LEGISLATIVE 
REFERENCE SERVICE, LIBRARY OF CONGRESS, ON RECOMMENDATIONS OF THE 
SECRETARY OF AGRICULTURE AND LEGISLATIVE ENACTMENTS FOR STABILIZING 
FARM PRICES AND INCOME, 1953 TO DATE, PURSUANT TO REQUEST ON PAGE 261 


The President in his budget message, and high officials in the Department of 
Agriculture in recent speeches, have argued that the Congress has not given 
the administration enough of the legislative tools they requested. These state- 
ments also indicate that the worsening of the farm situation is the result of 
not having the necessary legislation. 
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In order to get the facts and an unbiased, objective analysis, I asked the 
Legislative Reference Service of the Library of Congress to make a comparison 
of the administration’s major farm price and income recommendations, with 
the legislative actions taken by Congress. In preparing this report, the Legis- 
lative Reference Service reviewed the recommendations of the President and 
the Secretary of Agriculture for each of the past 6 years. They reviewed the 
bills, hearings, reports, and the Congressional Record. They used the Depart- 
ment of Agriculture’s Digest of Legislation and other official publications. 

According to this report, there have been some 53 recommendations of the 
administration for price and income stabilization for commercial farmers. 
Forty-eight, or more than 90 percent, have received favorable legislative action. 
A more detailed examination of the Library of Congress study shows that 41 of 
these 48 “substantially fulfilled” the requirements and recommendations pre- 
sented to the Congress. Only five recommendations have not received favorable 





congressional action. 


The complete report of the Legislative Reference Service, Library of Congress, 


follows: 


RECOMMENDATIONS OF THE SECRETARY OF AGRICULTURE AND LEGISLATIVE ENACT- 
MENTS FOR STABILIZING FARM PRICES AND INCOME, 1953 To DaTE 


83D CONGRESS, 18ST SESSION (1953) 


Recommendations 


1. June 30: President requested leg- 
islation which would give authority to 
use agricultural commodities held by 
the Government to meet needs arising 
from famine or other urgent relief re- 
quirements abroad. 

2. June 10: President proposed that 
Congress authorize availability to Pak- 
istan of 1 million tons of CCC-held 
wheat, with recommendation that legis- 
lation include authority for CCC to re- 
cover through appropriation. 

3. June 2: Presidential message to 
Senate contained recommendation for 
Senate ratification of extension of In- 
ternational Wheat Agreement. 

4. March 26: President recommended 
adoption of Reorganization Plan No. 2, 
to transfer to the Secretary of Agri- 
culture functions vested by law in other 
officers, agencies, and employees of the 
Department * * * to. simplify and 
make effective the operation of the 
Department. 


83D CONGRESS, 2D 


Recommendations 


1. January 11: President recom- 
mended authority for price supports at 
90 percent of parity be allowed to ex- 
pire in favor of supports between 75 
and 90 percent of parity on the five 
basic commoditeis—wheat, corn, rice, 
cotton, and peanuts—depending on the 
relationship of total to normal supply. 

2. January 11: President recom- 
mended provision to allow for moving 
from old to modernized parity in steps 
of 5 percentage points of the old parity 
per year until the change has been 
accomplished. 





Legislation 


Public Law 216 authorized President 
to use stocks of agricultural commodi- 
ties from CCC to relieve famine and 
relief requirements abroad. 

Public Law 77 made a gift of up to 
1 million long tons of wheat from CCC 
stocks to Government of Pakistan to 
relieve starvation and mass suffering. 

Public Law 180 extended the Inter- 
national Wheat Agreement to arrange 
for orderly movement of wheat between 
exporting and importing nations. 

Reorganization Plan 2 was put into 
effect by the President after the 60-day 
period when Congress did not reject 
the plan. 


SESSION (1954) 
Legislation 


Public Law 690 (Agricultural Act of 
1954) provided flexible price support 
program at 8214 to 90 percent of parity 
for the 1955 crop of wheat, corn, cotton, 
peanuts, and rice. In 1956 and there- 
after, support levels designated at 75 
to 90 percent of parity. 


Public Law 690 contained a transi- 
tional parity provision that parity price 
would be decreased only 5 percent per 
year until the change has been accom- 
plished. 


me 
sul 
an 
me 
eis 


PRESIDENT’S FARM MESSAGE, 


1959 


83D CONGRESS, 2D SESSION (1954)—continued 


Recommendations—Continued 


3. January 11: President reecom- 
mended removal of excessive stocks of 
surpluses from commercial channels, 
and strengthening work of the Depart- 
ment of Agriculture in developing for- 
eign markets abroad and at home. 


4. January 11: President recom- 
mended that authority be provided to 
set aside reserves up to 2.5 billion from 
stocks held by CCC. 

5. January 11: President recom- 
mended increasing the amount CCC 
may spend or lend to support farm prices 
from $6.5 to $8.5 billion. 

6. January 11: President recom- 
mended raising normal carryover al- 
lowance from 10 to 15 percent of do- 
mestic use of corn. Also, repeal of 
marketing quotas for corn. 

7. January 11: President recom- 
mended, for fruits and vegetables, in- 
clusion of additional commodities. 
Also, authority for marketing orders to 
be continued despite short-term price 
variations, and authorization for agen- 
cies established under marketing orders 
to use funds collected to engage in mar- 
ket research and development. 

8. January 11: President recom- 
mended legislation for assistance to 
growers of potatoes in same maner as 
is available for growers of other fruits 
and vegetables. 

9. January 11: President recom- 
mended for wool, direct payments to 
domestic producers sufficient to raise 
average return per pound to 90 percent 
of parity. Funds to meet wool pay- 
ments to be taken from general revenues 
within the amount of unobligated tariff 
receipts from wool. Similar recom- 
mendations to apply to pulled wool and 
mohair. 


Legislation—Continued 


Public Law 690 provided for transfer 
of agricultural attachés from State to 
Agriculture Department. 

Public Law 480 provides for disposal 
of agricultural surpluses by the Presi- 
dent for emergency assistance to 
friendly nations, and authorized sale 
for local currencies of surplus agricul- 
tural commodities to foreign nations. 
Authorized $1 billion for these purposes. 

Public Law 690 provided set-aside au- 
thority recommended. 


Public Law 312 increased borrowing 
power of CCC from $6.75 to $8.5 billion. 


Public Law 690 repealed marketing 
quotas for corn and increased carry- 
over allowance from 10 to 15 percent. 


Public Law 690 authorized market- 
ing orders to continue when prices are 
at or above parity. Funds collected 
under marketing agreements author- 
ized for use in market researeh and 
development. 


Public Law 690 provided authority 
for inclusion of Irish potatoes in sup- 
port program at 0 to 90 percent of 
parity. 


Public Law 690 provided for use of 
incentive payments to wool producers 
for 4 years, beginning April 1, 1955, to 
support wool at a level up to 110 per- 
cent of parity, as the Secretary deter- 
mines necessary to encourage annual 
production of 300 million pounds. 
When such goal is reached, price to be 
supported at between 60 and 90 percent, 
as Secretary determines necessary to 
encourage production of 360 million 
pounds of wool annually. 


84TH CONGRESS, 1ST SESSION (1955) 


Recommendations 


1. March 3: In letter to Speaker, 
House of Representatives, USDA recom- 
mended legislation to extend for 2 years 
the period for making livestock loans. 

2. March 18: House Report 238 con- 
tains USDA’s recommended legislation 
to redetermine 1955 marketing quotas 
and acreage allotments for  burley 
tobacco; to inerease the penalty for 


Legislation 


Public Law 166 extended the period 
for making special livestock loans for 2 
years. 


Public Law 21 directed Secretary to 
redetermine National marketing quota 
for burley tobacco for 1955-56 market- 
ing year, authorized reductions by not 
more than one-tenth of an acre for 
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In order to get the facts and an unbiased, objective analysis, I asked the 
Legislative Reference Service of the Library of Congress to make a comparison 
of the administration’s major farm price and income recommendations, with 
the legislative actions taken by Congress. In preparing this report, the Legis- 
lative Reference Service reviewed the recommendations of the President and 
the Secretary of Agriculture for each of the past 6 years. They reviewed the 
bills, hearings, reports, and the Congressional Record. They used the Depart- 
ment of Agriculture’s Digest of Legislation and other official publications. 
According to this report, there have been some 53 recommendations of the 
administration for price and income stabilization for commercial farmers. 
Forty-eight, or more than 90 percent, have received favorable legislative action. 
A more detailed examination of the Library of Congress study shows that 41 of 
these 48 “substantially fulfilled” the requirements and recommendations pre- 
sented to the Congress. Only five recommendations have not received favorable 










congressional action. 


The complete report of the Legislative Reference Service, Library of Congress, 


follows: 


RECOMMENDATIONS OF THE SECRETARY OF AGRICULTURE AND LEGISLATIVE PNAC1 
MENTS FOR STABILIZING FARM PRICES AND INCOME, 1953 To DATE 


83D CONGRESS, 1ST SESSION (1953) 


Recommendations 


1. June 30: President requested leg- 
islation which would give authority to 
use agricultural commodities held by 
the Government to meet needs arising 
from famine or other urgent relief re- 
quirements abroad. 

2. June 10: President proposed that 
Congress authorize availability to Pak- 
istan of 1 million tons of CCC-held 
wheat, with recommendation that legis- 
lation include authority for CCC to re- 
cover through appropriation. 

8. June 2: Presidential message to 
Senate contained recommendation for 
Senate ratification of extension of In- 
ternational Wheat Agreement. 

4. March 26: President recommended 
adoption of Reorganization Plan No. 2, 
to transfer to the Secretary of Agri- 
culture functions vested by law in other 
officers, agencies, and employees of the 
Department * * * to’ simplify and 
make effective the operation of the 
Department. 


83D CONGRESS, 2D 
Recommendations 


1. January 11: President recom- 
mended authority for price supports at 
90 percent of parity be allowed to ex- 
pire in favor of supports between 75 
and 90 percent of parity on the five 
basic commoditeis—wheat, corn, rice, 
cotton, and peanuts—depending on the 
relationship of total to normal supply. 

2. January 11: President recom- 
mended provision to allow for moving 
from old to modernized parity in steps 
of 5 percentage points of the old parity 
per year until the change has been 
accomplished. 


Legislation 


Public Law 216 authorized President 
to use stocks of agricultural commodi- 
ties from CCC to relieve famine and 
relief requirements abroad. 

Public Law 77 made a gift of up to 
1 million long tons of wheat from CCC 
stocks to Government of Pakistan to 
relieve starvation and mass suffering. 

Public Law 180 extended the Inter 
national Wheat Agreement to arrange 
for orderly movement of wheat between 
exporting and importing nations. 

Reorganization Plan 2 was put into 
effect by the President after the 60-day 
period when Congress did not reject 
the plan. 


SESSION (1954) 
Legislation 


Public Law 690 (Agricultural Act of 
1954) provided flexible price support 
program at 8214 to 90 percent of parity 
for the 1955 crop of wheat, corn, cotton, 
peanuts, and rice. In 1956 and there- 
after, support levels designated at 75 
to 90 percent of parity. 


Public Law 690 contained a transi- 
tional parity provision that parity price 
would be decreased only 5 percent per 
year until the change has been accom- 
plished. 
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83D CONGRESS, 2D SESSION (1954)—continued 


Recommendations—Continued 


3. January 11: President reecom- 
mended removal of excessive stocks of 
surpluses from commercial channels, 
and strengthening work of the Depart- 
ment of Agriculture in developing for- 
eign markets abroad and at home. 


4. January 11: President recom- 
mended that authority be provided to 
set aside reserves up to 2.5 billion from 
stocks held by CCC. 

5. January 11: President recom- 
mended increasing the amount CCC 
may spend or lend to support farm prices 
from $6.5 to $8.5 billion. 

6. January 11: President recom- 
mended raising normal carryover al- 
lowance from 10 to 15 percent of do- 
mestic use of corn. Also, repeal of 
marketing quotas for corn. 

7. January 11: President recom- 
mended, for fruits and vegetables, in- 
clusion of additional commodities. 
Also, authority for marketing orders to 
be continued despite short-term price 
variations, and authorization for agen- 
cies established under marketing orders 
to use funds collected to engage in mar- 
ket research and development. 

8. January 11: President recom- 
mended legislation for assistance to 
growers of potatoes in same maner as 
is available for growers of other fruits 
and vegetables. 

9. January 11: President recom- 
mended for wool, direct payments to 
domestic producers sufficient to raise 
average return per pound to 90 percent 
of parity. Funds to meet wool pay- 
ments to be taken from general revenues 
within the amount of unobligated tariff 
receipts from wool. Similar recom- 
mendations to apply to pulled wool and 
mohair. 


Legislation—Continued 


Public Law 690 provided for transfer 
of agricultural attachés from State to 
Agriculture Department. 

Public Law 480 provides for disposal 
of agricultural surpluses by the Presi- 
dent for emergency assistance to 
friendly nations, and authorized sale 
for local currencies of surplus agricul- 
tural commodities to foreign nations. 
Authorized $1 billion for these purposes. 

Public Law 690 provided set-aside au- 
thority recommended. 


Public Law 312 increased borrowing 
power of CCC from $6.75 to $8.5 billion. 


Public Law 690 repealed marketing 
quotas for corn and increased carry- 
over allowance from 10 to 15 percent. 


Public Law 690 authorized market- 
ing orders to continue when prices are 
at or above parity. Funds collected 
under marketing agreements author- 
ized for use in market researeh and 
development. 


Public Law 690 provided authority 
for inclusion of Irish potatoes in sup- 


port program at 0 to 90 percent of 
parity. 


Public Law 690 provided for use of 
incentive payments to wool producers 
for 4 years, beginning April 1, 1955, to 
support wool at a level up to 110 per- 
cent of parity, as the Secretary deter- 
mines necessary to encourage annual 
production of 300 million pounds. 
When such goal is reached, price to be 
supported at between 60 and 90 percent, 
as Secretary determines necessary to 
encourage production of 360 million 
pounds of wool annually. 
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Recommendations 


1. March 3: In letter to Speaker, 
House of Representatives, USDA recom- 
mended legislation to extend for 2 years 
the period for making livestock loans. 

2. March 18: House Report 238 con- 
tains USDA’s recommended legislation 
to redetermine 1955 marketing quotas 
and acreage allotments for burley 
tohacco; to inerease the penalty for 


Legislation 


Public Law 166 extended the period 


for making special livestock loans for 2 
years. 


Public Law 21 directed Secretary to 
redetermine National marketing quota 
for burley tobacco for 1955-56 market- 
ing year, authorized reductions by not 
more than one-tenth of an acre for 
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Recommendations—Continued 


marketing excess tobacco from 50 to 
75 percent of average market price for 
previous year, to provide that any 
acreage of tobacco harvested in excess 
of allotted acreage shall not be consid- 
ered in establishing allotment for the 
farm in the succeeding year. 

3. Also, that legislation be enacted to 
eliminate provision whereby tobacco 
growers may vote for quotas either for 
3 years or 1 year and provide for voting 
only on the question of quotas for 3 
years. 

4. July 20: USDA recommended leg- 
islation to increase the borrowing au- 
thority of the CCC from $10 billion to 
$12 billion. 

5. February 9 and March 10: In let- 
ters to Senate Committee on Agricul- 
ture and Forestry, USDA approved 
proposed legislation to repeal section 
348 of the AAA of 19388 as amended, 
denying ACP payments to any farmer 
who knowingly harvests any basic com- 
modity in excess of his acreage allot- 
ment. 

6. May 18: In response to request for 
report, USDA recommended enactment 
of legislation to extend period for mak- 
ing emergency loans under Public Law 
727 (83d Cong.). 

7. March 24: In response to request 
for report, USDA recommended enact- 
ment of H.R. 3231, unless section 102(a) 
of S. 752 could be reworded to remove 
the requirement that exporters of 
privately owned stocks acquire an 
equivalent quantity of CCC stocks. 


Recommendations 





January 9: President Eisenhower 
sent to Congress a message on a farm 
program with proposals designed to re- 
lieve the problems of huge agricultural 
surpluses. He recommended: 

1. A soil bank plan in 2 parts: 

A. Acreage reserve program : Govern- 
ment payments for putting a part of the 
acreage allotments of the basic com- 
modities in the soil bank, payments to be 
made to the producer by the Commodity 
Credit Corporation. 


B. Conservation reserve: Producers 
contract voluntarily with the Govern- 
ment to shift cropland into unharvested 
grasses, and other conservation uses, 
the Government to pay a fair share of 
costs of establishing the reserve, as well 
as annual payments for period of the 
contract. 
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Legislation—Continued 


existing allotments which are seven- 
tenths acre or less, but more than one- 
half acre. Penalizes growers who sub- 
mit false reports on tobacco acreage. 
Increased excess-marketing penality 
from 50 to 75 percent of average market 
price for previous year. 

Public Law 279 provided for voting 
only on the question of quotas for 3 
years. 


Public Law 344 increased the borrow 
ing power of the CCC from $10 to $12 
billion. 


Public Law 42 repealed that portion 
of the Agricultural Act of 1954 that 
denied agricultural conservation pro 
gram payments to any farmer who 
knowingly harvests any basic com 
modity in excess of his acreage allot 
ment. 


Public Law 117 extended for 2 years 
the period for making emergency loans 
under Public Law 727 (83d Cong.) 
which provided $15 million of economic 
disaster loan authority. 

Public Law 25 improves the opera- 
tions under Public Law 480 by remov- 
ing requirement that private stocks 
exported under title I be replaced by 
CCC stocks. 





(1956) 


Legislation 


Public Law 540 (the Agricultural Act 
of 1956) set up a $1.2 billion-a-year 
soil bank in two parts: 

A. Acreage reserve: Designed to re- 

duce acreages of basic commodities. 
2ayments to farmers made to reduce 
acreage of crops below allotments. 
Maximum of $750 million annually for 
next 4 years authorized. 

B. Conservation reserve: Designed to 
remove acreage from crop production on 
a semipermanent basis for which pay- 
ments equivalent to the rental value of 
the land would be made, with an annual 
national limit of $450 million. 
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Recommendations—Continued 


2. Legislation to permit sale of CCC 
stocks at not less than support levels 
plus carrying charges. 

3. Repeal of section 304 of Public 
Law 480 which restricts exports of CCC 
scocks to friendly nations only. 


4, Corn: Eliminate acreage allot- 
ments for corn and put price supports 
on a discretionary basis comparable 
with other feed grains. 


5. Wheat: Authorization for the Sec- 
retary to sell for feeding purposes lim- 
ited quantities of CCC wheat of less- 
desirable milling quality ; 

6. To expand the noncommercial 
wheat areas beyond the 12 States now 
so designated ; and 

7. The extension for 1 year of legisla- 
tion exempting Durum wheat from acre- 
age and marketing controls. 

8 The exemption from marketing 
quotas of wheat used on farms where it 
is produced for feed, seed, or food. 


9. Cotton: Provision that the average 
grade and quality be utilized for parity- 
price computations, rather than ‘Mid- 
dling %.” 

10. The replacement of acreage allot- 
ments on cotton with quantity allot- 
ments with the crop of 1957. 

11. Peanuts: Elimination of provi- 
sions for the minimum national acre- 
age allotment. 

12. Sugar: Renewal of the Sugar Act 
of 1948. 


milk 
extended 


school 
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13. Special 
That the program 


program: 
for 2 


SESSION 


1959 


(1956) —continued 
Legislation—Continued 


Public Law 85-128 amended section 
304 to allow President to assist friendly 
nations to be independent of trade with 
U.S.S.R. and with nations dominated or 
controlled by U.S.S.R. and to assure that 
agricultural commodities sold or trans- 
ferred do not result in increased avail- 
ability of those or like commodities to 
unfriendly nations. Transactions pro- 
hibited with U.S.S.R. or Communist 
China. 

Public Law 540: To be eligible for 
supports in 1956, the producer must 
devote to the soil bank an acreage of 
land equal to 15 percent of his corn 
base. Corn base acreage allotments 
shall be effective for the 1956 crop. Out- 
side the commercial corn area, corn will 
be supported at 82.5 percent of the level 
in the commercial area. After 1956, 
producers in a referendum will decide 
between (a) base acreages in lieu of 
acreage allotments, with price supports 
discretionary with the Secretary. If 
produce:s favor base acreages, they 
must stay within acreages and devcte 
15 percent of their corn base to the svil 
bank, or (0b) acreage allotments with 
supports at 75 to 90 percent of parity. 
(In referendum, choice (0b) carried). 


Public Law 4381 provided possible 
planting in 1956 of expanded acreages 
of Durum wheat. 

Public Law 85-203 provided exemp- 
tion from liability by producers of 
wheat grown in excess of allotments 
when acreage does not exceed 30 acres 
and none of such crop is removed from 
the farm and is used for seed, human 
food, or feed for livestock. 

Public Law 85-835: Beginning in 1961 
price support shall be based on the 
average quality of the crop cotton. 


Public Law 545 reenacted and ex- 
tended for 4 years, to December 31, 1960, 
the Sugar Act of 1948, as amended. 

Public Law 465 extended the special 
school milk program 2 years and in- 












220 


Recommendations—Continued 


years, with authorizations to use CCC 
funds, increased from $50 to $75 million. 


14. Creation of a Great Plains pro- 
gram, suggesting modification of exist- 
ing legislation to (a) provide for long- 
time cost-sharing commitments under 
agricultural conservation program, and 
(b) relaxation of planting requirements 
to maintain base acreage for wheat al- 
lotments. 


15. “In the budget message, I will 
request the maximum increase in re- 
search funds that can be effectively used 
next year * * * an increase of one- 
fourth, to a total of $103 million for re- 
search in new products, markets, new 
uses for products. * * *” 

16. “I recommend that legislation be 
passed to relieve the farmer of the Fed- 
eral tax on purchases of gasoline used 
on the farm.” 

17. May 17: Secretary Benson pro- 
posed amendment to title I, Public Law 
A480 (83d Cong.) to increase maximum 
authority for reimbursement to CCC 
for commodity disposal operations from 
$1.5 billion to $8 billion. 


Recommendations 


1. February 14: Secretary of Agri- 
culture proposed bill to amend Public 
Law 480 (sec. 103b) to increase title I 
authority from $3 to $4 billion, to ex- 
tend Public Law 480 for 1 year, and to 
repeal section 304 which prohibits dis- 
posal operations in Iron Curtain coun- 
tries. 

2. January 16: President’s budget 
message recommended legislation auth- 
orizing “the barter of nonstrategic Gov- 
ernment-owned agricultural surpluses 
to the nations of Eastern Europe.” 


3. January 16: President in budget 
message, recommended legislation au- 
thorizing exemption from marketing 
quotas and penalties of farmers who 
use all of the wheat grown on their 
farms for feed, seed, or food. 

In response to request for report, 
Secretary of Agriculture endorsed legis- 
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Legislation—Continued 


creased the amount authorized for it 
from $50 to $60 million annually for the 
current fiscal year and to $75 million for 
each of the next 2 fiscal years. 

Public Law 752 extended school milk 
program to nonprofit organizations 
whether or not they are for underprivi- 
leged children. 

Public Law 1021: (The Great Plains 
Conservation Act) provided a broad 
program, in cooperation with farmers, 
to restore and conserve cultivated and 
grazing lands of a wide area in 10 Plains 
States. Authorized $150 million pro- 
gram over a 10-year period. Authorized 
Secretary to formulate and announce a 
conservation program and to enter into 
10-year contracts with operators to en- 
courage permanent shift in land use in 
the Great Plains. 

Public Law 540 provides for a five- 
member commission to be appointed by 
the President to make recommendations 
for increased industrial uses of agri- 
cultural commodities. 


Public Law 466 relieved the farmer of 
excise taxes on gasoline and special 
fuels used for farming purposes. 


Public Law 962 amended section 
103(b) of Public Law 480 to raise the 
authority for appropriations from $1.5 
billion to $3 billion. 


Legislation 


Public Law 85-128 extended Public 
Law 480 for 1 year; increased authority 
contained in section 103(b) from $3 to 
$4 billion. Amended section 304 to al- 
low President to assist friendly nations 
to be independent of trade with the 
U.S.S.R. and with nations dominated or 
controlled by U.S.S.R., and to assure 
that agricultural commodities sold or 
transferred do not result in increased 
availability of those or like commodi 
ties to unfriendly nations. Transac- 
tions prohibited with U.S.S.R. or with 
Communist China. 

Public Law 85-203 provided (a) ex- 
emption from liability by producers, of 
wheat grown in excess of allotments 
when acreage does not exceed 30 acres 
and none of such crop is removed (ex- 
cept for processing) from the farm, and 
the entire crop is used for seed, human 
food, or feed for livestock on the farm, 

















Recommendations—Continued 





lation and proposed amendments to 
exempt wheat producers from liability 
when total acreage does not exceed 30 
acres and when all the production is 
used on the farm for food, feed, and 
seed. 

4. March 15: In response to request 
for report, Secretary Benson indicated 
Department favored enactment of bill 
to freeze at 75 percent of parity the 
support on extra long staple cotton. 


5. May 20: In response to request for 
report, the Acting Secretary of Agri- 
culture recommended that bill provid- 
ing that preservation of allotment his- 
tories should be automatic within the 
period 1956-57, should pass. 





Recommendations 


January 16: President’s farm mes- 
sage contained the following legislative 
proposals : 

1. The conservation reserve program 
of the soil bank should be strengthened 
and the acreage reserve program ter- 
minated after the 1958 crop. 

2. Authority should be provided for 
the Secretary of Agriculture, in accord- 
ance with criteria which he will pro- 
pose to the Congress, to increase acre- 
age allotments of basic commodities up 
to 50 percent above the levels deter- 
mined by existing formulas. 


38. Acreage allotments for corn should 
be eliminated. 
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Legislation—Continued 


and (6b) that no acreage in the com- 
mercial wheat-producing areas seeded 
to wheat for harvest as grain in 1958 
or thereafter in excess of allotments 
shall be considered in establishing fu- 
ture allotments. 

Public Law 85-28 amended AAA of 
1949 to provide that the price support 
levels for American upland and extra 
long staple cotton for 1957 and subse- 
quent years shall be the same percent- 
age of parity as for the 1956 crop. 
(The 1956 support level was 75 per- 
cent. ) 

Public Law 85-266 amended section 
377 of the AAA of 1938, to provide that 
preservation of allotment acreage shall 
be automatic within the period 1956 to 
1959, inclusive, thus making it unneces- 
sary for farm operators to notify coun- 
ty committees of their desire to pre 
serve allotment history for the years 
involved. 





Legislation 


Nineteen hundred and fifty-nine ap- 
propriation action strengthened con- 
servation reserve and terminated acre- 
age reserve. 

Public Law 85-836 (Agricultural Act 
of 1958): Title I provides for a mini- 
mum national acreage allotment for 
cotton of 16 million acres. For 1959 
and 1960 the individual farmer will 
have a choice between his regular acre- 
age allotments and price supports as 
determined by the Secretary, or an in- 
crease not to exceed 40 percent of his 
regular allotment with supports 15 per- 
cent lower than the level of those far- 
mers who elect the first choice. After 
1960, .».cmers will receive only their 
regular allotments, supports to be be- 
tween 70 and 90 percent; after 1961, 
supports between 65 and 90 percent of 
parity. 

Title III provides that the minimum 
national and State acreage allotments 
present in effect for rice will be extend- 
ed permanently. 

Public Law 85-835, title II, provides 
for a referendum among corn producers 
(in the commercial area) to choose be- 
tween (a) discontinuance of acreage al- 
lotments and in the commercial corn 
area, and price support at 90 percent of 
the average price received by farmers 
for the 3 preceding years (but not less 
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Recommendations—Continued 


4. The escalator clause (requiring 
price supports be increased as surplus 
is reduced) should be abolished. 


5. The overall range within which 
price supports may be provided should 
be substantially widened. 

Price supports for basic commodities 
should be determined administratively 
between 60 and 90 percent of parity us- 
ing established guidelines. 


6. Price supports for cotton should be 
based on the average quality of the crop. 


7. The agricultural Trade Develop- 
ment and Assistance Act should be ex- 
tended for 1 year and an additional $1.5 
billion authorized for sales for foreign 
currencies. 


8. Research efforts aimed at increas- 
ing industrial uses of farm products 
should be expanded. 

9. Congress should 
tional Wool Act. 


extend the Na- 


10. Congress should continue the spe- 
cial school milk program. 


11. March 4, 1957: In response to re- 
quest for report, Secretary of Agricul- 
ture indicated approval of extension of 
agricultural conservation program for 4 
years, providing certain changes relat- 
ing to State administration of the pro- 
gram be incorporated. 
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(1958) —continued 
Legislation—Continued 


than 65 percent of parity), or (b) acre- 
age allotments to continue in effect and 
the minimum level of price supports to 
continue at between 75 and 90 percent 
of parity. (In referendum, choice (a) 
carried. ) 

Public Law 85-835, title I, repealed 
the escalator clause for cotton, effective 
with the 1961 crop. Title III repealed 
the escalator clause for rice, effective 
with the 1959 crop. 

Public Law 85-835 provides a mini- 
mum level of supports for corn at 65 
percent of parity in the event choice (a) 
was made in the referendum. Title I 
provides a minimum for cotton for 1959 
of 80 percent. Title III provides 75 to 
90 percent for rice for 1959 and 1960; 
70 to 90 percent for 1961; and 69 to 90 
percent after 1961. 

Public Law 85-835: Beginning in 
1961, price supports shall (for cotton) 
be based on the average quality of the 
crop. 

Public Law 85-931 extends the termi- 
nation date of both titles I and II from 
June 30, 1958, to December 31, 1959. 
Authorizes an additional $1.5 billion 
per year for title I operations, or an 
additional $2.25 billion for the 114-year 
extension. Requires the Secretary to 
engage in the barter or exchange of CCC 
surplus commodities for strategic or 
other materials when he determines 
this to be in the best interests of the 
United States. 

1959 appropriation action increased 
research funds. 


Public Law 85-835, title IV, extends 
the National Wool Act for 3 years, until 
March 31, 1962, and provides for the use 
of 70 percent of the ad valorem duties 
on wool (in addition to 70 percent of the 
specific duties). 

Public Law 85-478 extends special 
school milk program for 3 years. Pro- 
vides for each fiscal year $75 million of 
CCC funds to increase consumption of 
fluid milk by children. 

Public Law 85-553 extends the agri- 
cultural conservation program for 4 
years, incorporating changes relating to 
State administration of the program 
suggested by the Secretary of Agricul- 
ture. 
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(Supplemental statement filed by the Department of Agriculture 
is as follows:) 

Senator Stuart Symington introduced in the February 16, 1959, Congressional 
Record (pp. 2113-2116) material prepared by the legislative reference service 
of the Library of Congress which compares the administration’s recommenda- 
tions since 1953 for stabilizing farm prices and income with the action taken 
by Congress. Senator Symington concludes from this comparison that Congress 
has provided the Secretary with practically all the tools requested to solve the 
farm problem. In support of this conclusion Senator Symington cites that 
Congress has granted fully 41 of the 53 requests received from the Secretary 
and in full or in part 48 of the 53 recommendations. The Senator then lists the 
only recommendations which have not received favorable congressional action, 
leaving the impression that only requests covering minor points have not been 
granted by Congress. 

This comparison and the conclusions reached by Senator Symington give a 
distorted picture of the extent to which Congress has granted the administra- 
tion’s requests for legislation to improve the farm program for the following 
reasons: 

1. Each request, regardless of its importance, is treated on an equal basis. 
As explained later, some of the more important requests either have not been 
granted or their effective date has been delayed unduly until some time in the 
future. 

2. The comparison fails to indicate the difficulties that have been encountered 
in obtaining action on some of these recommendations, particularly those provid- 
ing for price support flexibility. For example, it completely overlooks the fact 
that when the Agricultural Act of 1954 was being considered a determined effort 
was made by the Congress, notwithstanding the Secretary’s request, to extend 
price supports at the rigid high level of 90 percent of parity. It also completely 
overlooks the fact that it was necessary for the President to veto a bill passed by 
by Congress containing rigid 90 percent of parity price supports—the Agricul- 
tural Act of 1956—before the needed authority for the soil bank was obtained. 
In substance, the limited flexibility in price supports that the Department now 
has was obtained only after determined efforts rather than with the full spirit 
of willingness as implied by the comparison. 

It further fails to point out that it was necessary for the President to veto 
still a second farm bill, Senate Joint Resolution 162, which would have frozen 
support levels for the basics other than tobacco in 1958 at not less than the 
1957 levels, placing another stumbling stone in the way of the full operation of 
flexible price supports to the limited extent authorized by law. 

3. Considerable delays have been encountered in placing recommendations into 
effect, resulting in increased costs. Some specific examples of these delays are 
as follows: 

(a) Authority to eliminate acreage allotments and to provide more discretion 
on price support for corn was requested in the President’s 1956 agricultural 
message, but was not granted until 2 years later, in the Agricultural Act of 1958. 

(b) Authority to use the average quality of cotton as the basis of price sup- 
port instead of Middling % likewise requested in the President’s 1956 agricul- 
tural message was not adopted until the Agricultural Act of 1958, and it will not 
go into effect until 1961 crops. 

(c) Since the present administration took office we have urged that greater 
flexibility be permitted in the price-support program. Recommendations have 
been made for less rigidity in the law to permit more practical and sound agri- 
cultural programs of stabilization of farm prices and farm income. Only 
limited progress has been achieved. 

(d@) Increased flexibility in the form of a wider range of price supports which 
was requested in the President’s 1958 agricultural message for both cotton and 
rice was adopted in part in the Agricultural Act of 1958. But that flexibility 
may not be put into effect fully until the 1962 crops. 

4. Congress has taken no action on one of the most important recommendations 
of the President’s 1958 farm program message; namely, a wider range in price 
support for wheat, peanuts, and tobacco. It was necessary again to request these 


changes in the farm program message which the President sent to Congress in 
January 1959. 
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5. The comparison in the Congressional Record omits a number of the specific 
requests included in the President’s recommendations. Some of the more im- 
portant of the recommendations which were not included, presumably, because 
no action was taken on them, are as follows: 

(a) A recommendation in the President’s 1954 agricultural message that Con- 
gress should repeal those provisions relating to cotton which maximize the pro- 
duction restrictions required (e.g., use of marketing quotas) before the price 
support level could be decreased below 90 percent of the parity price. 

(bo) A recommendation in the President’s 1954 farm program message that 
consideration be given to placing a dollar limit on the amount of price support 
provided to any individual farmer. 

(c) A recommendation contained in the President’s 1956 farm program mes- 
sage that consideration be given to the use of quantity allotments for basics 
other than cotton. 

(d) A recommendation in the President’s 1956 farm program message that as 
an alternative program consideration be given to the elimination of acreage 
allotments and marketing quotas for rice with price support on a discretionary 
basis. 

(¢€) A recommendation contained in the President’s 1958 farm program mes- 
sage that the Secretary be given authority for increasing the national acreage 
allotment for the basic commodities above the level computed under formulas 
prescribed by law. 

(f) A recommendation contained in the President’s 1958 farm program mes- 
Sage that the escalator clause used in establishing the minimum support level 
for wheat and peanuts be eliminated and replaced by the same eight factors. used 
for nonmandatory crops. 

(g) A recommendation contained in the President’s 1958 farm program mes- 
sage that the CCC Advisory Board be enlarged and its responsibilities increased. 

(h) A recommendation in the President’s 1958 farm program message that 
the range in price supports for dairy products be increased to 60 to 90 percent of 
parity. 

6. Senator Symington’s tabulation fails to indicate that the Congress has passed 
legislation which the administration has not requested and did not want. Some 
examples are as follows: 

(a) The two-price plan for rice which was included in the Agricultural Act of 
1956. 

(b) Mandatory price support for feed grains other than corn; namely, oats, 
barley, rye, and grain sorghums provided in the Agricultural Act of 1958. 

(c) The 1959- and 1960-crop choice cotton program contained in the Agricul- 
tural Act of 1958. 

(d@) The minimum farm cotton allotment procedure in the Agricultural Act of 
1958. 

In substance, the conclusions reached by Senator Symington are not correct. 
A more complete review of the action taken by Congress on the President’s rec- 
ommendations to stabilize farm prices and income will show that, despite the 
fact that the Secretary repeatedly has testified in favor of more flexibility in 
establishing price support levels for the so-called basic commodities, it has been 
possible only after considerable effort to obtain even a limited increase in the 
flexibility—and that for only part of the basic commodities—of which part will 
not go into effect until some time in the future. It has been this unwillingness 
to give prompt and favorable action to the administration’s requests that has led 
to the continuation of undesirable programs at huge cost to the Government. If 
the Congress has granted the requests made by the Secretary, for example, in 
testifying on the President’s 1958 farm program message and supplementing spe- 
cific changes requested from the chairman of the Senate Committee on Agri- 
eulture and Forestry on May 2, 1957, it would not have been necessary for the 
President to send a 1959 farm program message to the Congress. 


STATEMENT FILED BY DEPARTMENT OF AGRICULTURE ON USE OF DISCRETIONARY 
AUTHORITY IN ESTABLISHING SupporT LEVELS FOR THE BASIC COMMODITIES 
OrHER THAN TOBACCO 


The Secretary of Agriculture established the support levels for the basic com- 
modities, beginning with the 1954 crops, at the minimum percentage of parity 
provided by agricultural legislation with the principal exception of the 1956 
erops. The record on a crop-year basis is as follows: 
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1954 CROPS 


The first price supports for the basic commodities announced by this adminis- 
tration covered the 1954 crops other than wheat. These crops were supported 
at 90 percent of parity, the level specified by law since marketing quotas were 
not disapproved. 

1955 CROPS 


Price support levels were established at the minimums computed in accord- 
ance with the formula contained in section 101(a) of the Agricultural Act of 
1949. The authorized range in support for the basics other than tobacco was 
$214 to 90 percent of parity for the 1955 crops. 


1956 CROPS 


Price supports for wheat, corn, upland cotton, and rice were established above 
the minimums determined in accordance with the formula prescribed by section 
101(a) of the Agricultural Act of 1949 in accordance with the President’s veto 
message on H.R. 12. This message specified the minimum levels at which the 
the basic crops were to be supported. 

Support was established above the minimum level because the failure of 
Congress to enact in time a soil-bank program was expected to have an un- 
favorable effect on the farm income unless offset by action on support levels 
by the administration. To offset this lack of a good farm bill the President 
directed the Secretary as a means of improving farm income immediately to 
support the basics except tobacco at not less than 821% percent of parity, the 
minimum provided for the basic crops in the previous year by law. The final 
support levels announced, compared with the statutory minimums, were as 
follows: 





Statutory minimum Final support 
level ! level 2 
Commodity — senile 


Dollar per | Percent of | Dollar per | Percent 


unit parity unit of parity 


Wheat eee 75.0 2.00 | 82. 6 

Corn, comimercial area... -.....:.-.f-<-.<-@0u..6- ee ecnd 1.40 P 81.0 1. 50 84. 

Upland cotton 3 PG i 5 citi se . 2667 F 75.0 . 2934 82. 5 
Hundred weight -_- 4.16 F 75.0 4. 57 82. ! 


1 The statutory minimum level is the higher of either (a) the preplanting (P) calculation, or (6) the final 
(F) calculation at the beginning of the marketing season. Thus the difference between this entry and 
the final support level represents the amount by which the support price exceeded the statutory minimum, 

? Announced as of the beginning of the marketing season, 

8’ For Middling 74-inch quality. 


1957 CROP 


The only basic commodity for which support was above the statutory minimum 
was wheat. Support of wheat was continued at $2 per bushel—the 1956 level— 
or about 80 percent of parity as compared with the statutory minimum of 75 
percent of parity. Support was retained at the 1956 dollar-and-cents level after 
reviewing the eight factors contained in section 401(b) of the Agricultural Act 
of 1949. The major factors considered were the reduction in the wheat surplus 
which had occurred as a result of expanded exports and the possibility of a sub- 
stantial adjustment in wheat production in 1957, the first year of operation under 
the soil bank. 

1958 CROP 


Extra long staple cotton was the only basic commodity supported above the 
minimum provided by law. Public Law 85-497, which became effective with the 
1958 crop, authorized support for extra long staple cotton within a range of 60 
to 90 percent of parity after considering the eight factors specified in section 
401(b) of the Agricultural Act of 1949 and the price levels for similar qualities 
of cotton produced outside the United States. After considering these standards 
support was established at 65 percent of parity, slightly above the lower level of 
the range of support of 60 percent. 
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1959 CROP 


The support levels announced for wheat, cotton, and rice are the minimums 
computed in accordance with the formula contained in section 101(a) of the 
Agricultural Act of 1949 modified in the case of cotton by the Agricultural Act of 
1958. The support level for corn was determined in accordance with the 
standards specified by the Agricultural Act of 1958. 

Senator Humpurey. I want to go back to the rural development 
program. Iam very much interested in this program, Mr. Secretary ; 
in fact, I have the feeling that if this program is utilized, it may be a 
constructive force in the agricultural picture. 

What does the budget provide for the rural development program 
this year? 

Mr. Morse. I believe the only item that is segregated is in connec- 
tion with the extension service. There may be another smaller item. 

Congress gave us, as you may recall, an amendment that would per- 
mit the stepping up of allocations to areas of most need. Under that 
provision we have been requesting special funds. I think our current 
request would fall in the neighborhood of $2 to $3 million. 

Senator Humpnrey. $2 to $3 million? 

Mr. Morse. That is in the extension service area. 

What we have been doing is urging that not only within our Depart- 
ment, but in other departments of Government, have major responsi- 
bility, particularly the Department of Health, Education, and Welfare, 
Labor, Department of Commerce, Small Business Administration, and 
the Department of the Interior—that they take a look at their going 
programs and how they can more effectively serve within the frame- 
work of the rural development program. 

That is the reason we have not asked for more specific budgetary 
allocations. 

Senator Humpurey. When did we inaugurate this rural develop- 
ment program? When did it first come into effect ? 

Mr. Morse. In the spring of 1955 when the report on “Development 
of Agriculture’s Human Resources” was delivered. 

Senator Humpurey. When was it authorized ? 

Mr. Morse. We asked for additional appropriations for the next 
fiscal year which would have been fiscal 1956. If my memory is cor- 
rect we got the first appropriation for the following fiscal year, 1957. 

Senator Humrnurey. Have you asked for more appropriations this 
year or are you asking for less appropriations this year than last year? 

Mr. Morse. For the current budget of 1959 we have stressed inte- 
gration into the regular services as called for by this program. That 
is the reason why we have not asked for these additional appropria- 
tions. 
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Senator Humpurey. The reason I ask these questions is that you 
say in speaking about adequate income for farm families that depend 
upon their farms for a living in the low income areas “We are attack- 
ing this problem in part through a well conceived and functioning 
rural development program approach.” I should like to have laid 
down before this committee, Mr. Chairman, a complete outline of how 
this rural development program approach works and what agencies 
are at work, what amount of money is being channeled into this rural 
development program from the respective departments and agencies, 
and what administrative control the Department of Agriculture has 
over the program. 

I should also like to have the Department present to us what re- 
quests they have made to implement the program and what has hap- 
pened to those requests in terms of congressional appropriations and 
authorizations. 

Secretary Benson. Wecan provide that. 

Senator Munpr. And the specific geographical localities where it 
is now operating. 

Senator Humpnrey. As I understand it, they are now operating in 
30 States. 

The CHatrman. On an experimental basis. 

Senator Humenrey. I am not trying to be critical of this program 
at all. Ithink we may have something that we ought to look into. I 
should like to ask the Department to give us a little more background 
on this and later on we will have a chance in some subcommittee to 
pick this up and take a good look at it as to the future. 

Senator Munpr. I would like to add the specific geographic counties 
because I want to relate those as against the requests from other areas 
which may have come in and have been denied. 

Secretary Benson. We will show the counties in which it is 
operating. 

Mr. Morse. Mr. Chairman, we have in the hands of the various 
State rural development committee chairmen questionaires which they 
are starting to send in. The information from them will help show 
the extent of the spread of rural development work on a voluntary 
basis beyond where special money has been allocated. Within a 
couple of weeks we should have a much clearer picture of just what 
has been happening, Senator. This added information will be help- 
ful. From my standpoint I would be pleased to work with you on 
supplying the more complete record. 

Senator Humrnrey. I am extremely interested in this. I want to 
take a good honest objective look at it. 
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(The information referred to is as follows :) 


PiILor COUNTIES AND AREAS IN THE RURAL DEVELOPMENT PROGRAM, 1958-59 


Alabama: 
Chilton 
Fayette 

Arkansas: 
Madison 
Ouachita 
Phillips 
Van Buren 
Woodruff 

Florida: 
Suwannee 
Washington 

Georgia: 
Habersham 
Meriwether 
Twiggs 
Wayne 

Illinois: 
Alexander-Pulaski 

area 

Indiana: 

Perry 

Kentucky: 
Butler’ 
Elliott’ 
Metcalfe * 

Louisiana: 
Avoyelles 
Franklin 
Washington 

Maine: 
Washington 

Maryland: 

yarrett 


2 Area center. 


Michigan: 
Alger 
Delta 
Mackinac 

Minnesota : 
Carlton 
Hubbard 
Itasca 

Mississippi: 
Amite 
Covington 
Holmes 
Tippah 

Missouri: 
Dent 
Douglas 
Taney 

Montana: 
Lake 
Ravalli 

Nebraska: 
Sherman 

Nevada: 
Lineoln 

New Mexico: 
Sandoval 
Santa Fe 


North Carolina: 


Anson 
Bertie 
Watauga 
Ohio: 
Guernsey 
Monroe 


Oklahoma: 
Cherokee 
Choctaw 
Latimer 

Oregon: 

Lincoln 

Pennsylvania: 
Fayette 
Schuylkill 

South Carolina: 
Berkeley 
Chesterfield 
Bamberg 

Tennessee: 
Grainger 
Hardin 
Houston 
Macon 
Marion 

Texas: 
Camp-Franklin-Titus 

area 
Cherokee 
Shelby-San Augus- 
tine area 

Virginia: 
Carroll 
Cumberland 

Washington : 
Stevens 

West Virginia: 
Lewis? 
Raleigh * 

Wisconsin: 
Price 
Sawyer 


NNote.—Thirty States and Puerto Rico participating, 63 counties, 8 areas plus 1 in 


Puerto Rico. 


There is spreading activity, especially on an area basis, as a result of these 
Reports are now being received which will show 
this development more adequately. 


demonstration programs. 
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RURAL DEVELOPMENT PROGRAM BUDGET EXPLANATION 


Through the regular programs of the Department of Agriculture and other 
Government agencies, a special effort is being made to improve the status of the 
2.7 million farm families whose income is less than $2,500 annually, and who pro- 
duce only about 9 percent of the total farm marketings. The objective is to help 
these farm families in all parts of the Nation to increase their income through 
more efficient farming and off-farm employment opportunities. 

Since the services being rendered to low-income farmers by the Department are 
part of its continuing responsibilities, it is not feasible to segregate the amounts 
being used specifically for rural development activities. However, in the case of 
the Extension Service, a total of $934,000 is provided each year specifically for 
payments to States (including $44,000 for retirement contributions for extension 
agents) on a nonmatching basis to provide assistance in specific pilot areas for 
the development of demonstration projects. In 1955 Congress provided additional 
authority in order that this might be done. 

As the work in these and other demonstration areas progresses, other areas 
and counties undertake to carry out similar projects and activities. In all of 
these areas the Department and the other cooperating Departments and agencies 
emphasize those phases of their regular ongoing programs that will help most 
in meeting the problems of the low-income farmer in that area. 


Senator Humpurey. Mr. Chairman, are we planning to come back 
this afternoon ? 

The CuatrrMan. We had not planned to. 

Senator Humpurey. I have to go over to the floor. 

Senator Proxmire. I have some questions. 

Senator Humepurey. I have some more questions I want to ask. 

The Cuarrman. Can you come back this afternoon or tomorrow ? 

Secretary Benson. I think I could make the adjustment easier this 
afternoon or I will stay for another hour. 

Senator Humpnurey. How long would it take you? The Senate is 
in session. I have been called from the floor and I must go over. 
I want to ask questions on the cost of storage, on farm storage, and 
on the conservation reserve. 

The Cuarrman. Can you come back at 2 o’clock ? 

Senator Humpnurey. I will be here at 2 o’clock. 

The CuarrMan. The committee is in recess until 2 o’clock. 

(Whereupon, at 12:30 p.m. the committee recessed to reconvene 
at 2 p.m. the same day.) 

AFTERNOON SESSION 


The CuatrMan. The committee will please come to order. 

All right, Senator Humphrey. 

Senator Humpnrey. Thank you very much. 

Mr. Secretary, we were having a very friendly little discussion just 
as the early morning session broke up about some of the matters that 
we should like a little more information on. 

The rural development program was discussed, and I think we have 
a pretty good understanding between ourselves here and Mr. Morse 
as to what we would like on the rural development program. What I 
am trying to get is the total picture of how it operates so we can take 
a look at it. 

Secretary Benson. We will provide that for the record. 
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(The information is as follows :) 


RvuRAL DEVELOPMENT ProGRAM—A SUMMARY REpPorT FoR 1958 


The rural development program, now going forward in 30 States’ in all sec- 
tions of the Nation, continues to show steady progress. Bach year since its 
inauguration in 1955 there has been an expansion to additional areas of need. 

Objective of the new program is to assist the more than one-half of America’s 
farm families who at present produce little or nothing for commercial sale in 
agricultural markets. 

The program includes (1) expansion of rural industries and service trades; 
(2) development of efficient, family-size commercial farms; and (3) special pro- 
grams to improve health, education, vocational training, and guidance. 

Five Federal departments—lIuterior, Agriculture, Commerce, Labor, and 
Health, Education, and Welfare—and the Small Business Administration coop- 
erate in the program with land-grant colleges and universities and other State 
agencies. In rural communities where the program is going forward, farm, busi- 
ness, and other local leaders provide the day-to-day direction, adapting ap- 
proaches used to the needs of their communities. 


WHAT’S BEING DONE 


Here are a few outstanding projects put into action by citizen-leaders and 
agency workers participating in the rural development program: 


Employment 

Approximately 1,800 new jobs in rural industries and new farm and marketing 
enterprises assisted by the rural development program were reported in a repre- 
sentative group of 24 countries. These are in addition to industrial and market 
enterprises reported previously. As one example, in Berkeley County, S8.C., a 
resource and manpower study helped in promoting new rural industries. The 
Berkeley Rural Development Committee worked with local businessmen to estab- 
lish several smail industries. They added 200 new jobs to the county last year. 


Surveys 

The University of Florida published a “Suwannee County Survey for Rural 
Development,” product of a cooperative effort among university specialists and 
program leaders in this county. Questionnaires regarding family earnings, job 
skills, farm operations, and other factors were prepared at the university, then 
distributed by local organizations. The resulting report, which presents the most 
complete picture of county resources, living conditions, and long-term needs ever 
assembled, is being used by rural development program planners in the county 
and local businessmen as they move to develop sound programs to balance agri- 
culture with industry. 


New crops 

As a result of the rural development program, small farmers in the Pulaski- 
Alexander two-county area in southern Illinois started a vegetable production 
and marketing plan. It is increasing incomes and improving farm operations 
generally. One participating farmer made nearly $1,000 from the sale of green 
beans the first time he ever produced this crop commercially. 


Markets 

Educational work of the Franklin Parish, La., Rural Development Committee 
and the extension agent assisting the committee upped production of grain 
sorghums by some 3,000 acres. This production increase was closely tied to 
new market outlets. A businessman member of the Rural Development Commit- 
tee built an elevator. In its first year of operation the elevator furnished a 
market for 95,000 bushels of grain and soybeans grown on 200 small farms. Re- 
ceipts of farmers were well over $180,000. 


1 Alabama, Arkansas, Florida, Georgia, Illinois, Indiana, Kentucky, Louisiana, Maine, 
Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New 
Mexico, North Carolina, Ohio, Oklahoma, Oregon, Pennsylvania, South Carolina, Tennessee, 
Texas, Virginia, Washington, West Virginia, Wisconsin, and Puerto Rico. 
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Conservation 


People in Sawyer County, Wis., have launched a major lake and stream im- 
provement program. It will strengthen soil and water conservation and increase 
recreation opportunities in the county. The project includes enlargement-of six 
small lakes and one stream clearance and improvement. Towns and conimuni- 
ties are taking responsibility for the project, with “work committees” of local 
people doing much of the actual construction. The Sawyer County Rural De- 
velopment Committee coordinates the project countywide. 


Vocational training 

Kentucky’s Vocational Education Department, which assigned 8 instructors 
to the rural development program, conducted some 50 classes with more than 
1,000 farm people attending. Instruction covered farm practices, mechanics, 
nutrition, and home management. Mobile units were used to help people in 
isolated counties obtain training in plumbing, electric wiring, and distributive 
trades. 


Health 


Rural development in Mississippi’s Covington County enabled extension agents 
to work more closely with more families on health and nutrition problems. Sur- 
veys showed that unproductive gardens, and poor management in the home led 
to faulty diets among a typical group of some 400 rural families in the county. 
Through home visits, meetings, and articles in the local newspaper, extension 
agents working with the rural development program are teaching management 
in the home and better gardening as a practical method of improving health and 
living standards. 

Those are a few of the hundreds of projects reported by State and county 
leaders and agency workers in the rural development program. Such activities 
have opened up new opportunities for thousands of families on small, low-income 
farms, and nonfarm families living in the open country. 


EXPANSION TO NEW AREAS 


On August 1, 1958, a total of 63 demonstration counties and 9 areas (2 or more 
counties each) were participating in the program. This makes a total of 102 
rural counties. 

However, local committees, private organizations, and Federal and State agen- 
cies contributing to the rural development program are now widening its impact 
beyond these original demonstration areas. 

Plans to expand the program in certain States were a significant development 
in 1958. In six States—Michigan, Minnesota, Missouri, New Mexico, Nebraska, 
and Indiana—the program is now being broadened to include entire areas, uti- 
lizing the rural development approach. In Texas present area work is being 
considerably expanded. Oklahoma State University also issued preliminary 
studies recommending an area development program covering a group of eastern 
rural counties. 

Agencies represented on State rural development committees and responsible 
for service programs in the fields of job placement, area and community de- 
velopment, rural health, education, conservation, and forestry also increased 
their contribution to the program last year. These agencies have a vital in- 
terest in its research and project phases, and cooperative arrangements between 
local private citizens and their personnel. 

In 1958 responsibilities and assignments in the rural development program 
were made a part of the regular activities of U.S. Department of Agriculture 
agencies. The program is supported principally through a redirection and 
strengthening of services already in the field, with emphasis on new methods 
and approaches, according to recent statements of the Secretary of Agriculture. 

For example, in 1958 the U.S. Department of Agriculture again made special 
allocations to State extension services for assistance to local committees direct- 
ing rural development work. Some 160 extension workers were assigned to the 
program. The Soil Conservation Service, Farmers Home Administration, State 
and Federal Forest Services, State and county agricultural stabilization and 
conservation committees, research agencies of the Department of Agriculture, 
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and others also directed resources into State programs. SCS contributed ap- 
proximately 58 man-years in 68 counties in 29 States for soil mapping, onfarm 
conservation planning, watershed developments, drainage, and other technical 
assistance phases of the program. 

Dr. Harry J. Reed, national coordinator for the rural development program, 
visited more than 20 States, meeting with State and local committees and helping 
interested groups gain a better understanding of the program and its potential. 


VOLUNTEER GROUPS SUPPORT PROGRAM 


In 1958, national private organizations also showed a growing interest in the 
objectives and progress of the program. 

In June, prominent representatives of more than 150 private organizations 
met in Memphis, Tenn., to discuss the program with officials of 31 land-grant 
colleges and universities and State and Federal personnel representing 44 
agencies, ° 

Out of this meeting came a clearer understanding on the part of private 
organization members regarding the need for balanced farm, industry, and 
community development in low-income rural areas. They also gained a better 
understanding of their own potential contribution. 

This interest has already borne fruit. A national church group assigned 
personnel to the rural development program. Several trade associations and 
firms issued brochures at their own expense, encouraging their membership to 
become active in county and area projects. Participation of private national 
organizations, with their vast resources and skills, is materially assisting in 
the rural development program. 

Expansion into multicounty areas in some States; integrating the rural 
development program with existing programs of the Department of Agriculture; 
increased participation by State agencies; a larger contribution from private 
national organizations—these important developments are widening the impact 
of the program far beyond the original demonstration counties and areas as it 
enters the third year of operation at the local level. 
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Senator Humrurey. Mr. Secretary, what is the present cost of 
storage? I know what the estimated overall cost is, at about $1 bil- 
lion for next year, but what is the cost of storage per unit? Let us 
take, say, a bushel of wheat; what does wheat storage cost to run 
now and what did it cost, let’s say, 5 years ago; what did it run 10 
years ago? 

Mr. McLain. Do you want it per bushel ? 

Senator Humenrey. Per bushel. 

Mr. McLain. I have the figures currently under the Uniform Grain 
Storage Agreement, Senator Humphrey, which has been in effect for 
a little over 2 years. We will be glad to make that a part of the rec- 
ord, or I will read it to you. 

Senator Humrenurey. I think it is better to make it a part of the 
record. 

(The document referred to is as follows :) 
The annual storage rate per bushel paid by CCC on wheat in commercial stor- 


age (storage for 12 months plue one incharge and one outcharge—average of 
contract rates) was as follows for the periods indicated : 


Per bushel 
SR Bi A et wk tg endacan cc ind ceed $0. 1562 
JUG: 2, Ree OE, ND Re iii mite ta cceinidicem mci meena maine meagan . 1865 
SURG ue ae I COU ic a ee . 2021 
FET Bir a sick ahs Ao ia sacle eas . 2150 


Senator Humpnrey. What do you estimate—for example, I used to 
hear you could store a bushel of wheat in a storage terminal, such as 
up in Duluth, Minn.—Duluth, let us say, for around 6 cents a bushel. 

Secretary Benson. Per year? 

Senator Humpnrey. Per year. 

Mr. McLarn. The current rate—it depends, of course, on the com- 
modity. 

Senator Humrnrey. I am speaking of, let’s say, wheat now. 

Mr. McLarn. Wheat is about 17 cents for storage alone. 

Senator Humpnrey. 15 cents? 

Mr. McLain. Yes. 

Mr. Morse. 6 cents I think would be back quite a number of years. 

Senator Humpnrey. In 1952, I think, 6 cents was paid. 

Mr. McLatn. We would be glad to furnish this for the record. 
The change has been made. A lot of people are talking about it. We 
would be glad to furnish it for the record because it is a matter of 
record. And of course the grain trade, everyone who has worked 
with it, does know it. I do not know the exact figures, but we will be 
glad to go clear back to the beginning of the Uniform Grain Storage 
Agreement if you want to. 

Senator Humeurey. I do not think it would do much good to go 
back before 1950 because your cost structure prior was so much less. 
But actually the total price structure on building materials 

Mr. McLarn. Has gone up dramatically, of course, since—— 

Senator Humpurey. We had about as high a building materials 
cost in 1952 as at any time that we have had. 

Mr. McLarn. The building costs are still going up. 

Senator Humpurey. Yes, somewhat; but how many new facilities 
have we built since that? 
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Mr. McLain. Oh, a large quantity has been built. We currently 
have under the Uniform Grain Storage Agreement close to 4 billion 
bushels of capacity, in that neighborhood. And a lot of that, about 
600 million bushels of it, has been built this last year. But even in 
spite of that, we still have a very critical problem facing the farmers 
of this country in 1959, finding a place to put the grain that we are 
going to take over, as you are well aware of, I am sure. 

Senator Humpurey. I do not know whether I am right or not, but 
I have a feeling that the storage costs on grains per unit, per bushel, 
have gone up a disproportionate degree. For example, general ware- 
housing, with which I am more familiar, has not increased any- 
where near as much as the warehousing of grain. Take, for example, 
if you have an inventory of even perishable commodities. The inven- 
tory, the warehousing costs for ordinary perishable commodities that 
are processed, for example, and subject to spoilage, have not gone up 
as much as the grain costs. I have not been able to find out why. 

Mr. McLain. Well, one of the reasons why, it is obvious every day 
almost with us in our storage operations on commodities other than 
grain, if you have a surplus of storage your rates immediately are 
reflected downward, which is the case in most of these other com- 
modities. But with grain the contrary has been true, and still exists 
today in spite of quick tax writeoff, ogoupancy agreements—early in 
the 1950’s. We were faced with the problem, as you know, Senator 
Humphrey, under the statutes, of finding a place to put this grain, 
and we had to go to some pretty extreme methods in the attempts 
that we used down in the southern area. And of course we thought 
it was our duty to take care of that responsibility, and I am sure 
that you do not disagree with me on that. 

Senator Humrnrey. Not at all. 

Mr. McLarn. Certainly if it is possible, when we get to the point 
where we are sure that the grain will get under cover in 1959, to look 
at these rates again, we are in full accord that they ought to be 
looked at. But we do not think it is too wise a plan to do it when 
we are asking the industry to provide several hundred million bush- 
els of more space for us. 

Senator Humpnrey. Do they still get tax writeoffs? 

Mr. McLain. No; that is not in existence any more. 

Senator Humpurey. But they get the option between what kind of 
depreciation they wish 

Mr. McLar. I[ think that is correct. 

Senator Humpurey. Fast depreciation or long term? 

Mr. McLarn. One of the things I am sure you are aware of, too, is 
that when a man builds a permanent warehouse today, he has no way 
of knowing whether that is going to be filled over once or twice, and 
this is part of the risk he takes. 

Senator Humenrey. Sure. And when a man builds a business he 
does not know whether he is going to be in it or out of it. 

I yield to Senator Schoeppel. 

Senator Scnorrret. Thank you, Senator Humphrey. 

I would like to ask one question. At the present time, could you 
ask for bids on grain storage? 

Mr. McLarn. We could, I think under our statute, do this, Senator 
Schoeppel, if we wanted to do it. Quite naturally the grain industry 
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would be bitterly opposed to this and there are a lot of reasons why 
they would be. In my judgment it would mean, if we did it, that we 
probably in 1959 would have to buy some more bins ourselves. Now 
this is a decision that the Secretary and the rest of us had to make 
over the last 3 or 4 years: We already own a billion bushels of bins; 
should we have bought another 2 or 3 billion in order to have held the 
price down, or was it wise to raise the storage rate a little in order to 
get private enterprise to do it. 

Senator Humpurey. What do you think, have you saved any money 
on it? 

Mr. MclLarn. I think it was the wise way to do it, the way we did 
it, Senator Humphrey. 

Senator Humpurey. How many bushels binnage can you buy for 
$1 billion ? 

Mr. McLarn. I want to point out one other thing in this connection 
before I answer that, if I might. A w arehouseman, when he gets 
this 16 or 17 cents, as you well know, coming from the grain area, 
guarantees the quality of that grain when it comes out. 

Senator Humpurey. That is right, I agree with that. 

Mr. McLain. And this is quite a factor, as Mr. Burrus of Burrus 
Mills would tell you today if you asked him, and many other ware- 
housemen will tell you. Now if we put it in our own bins, we have 
to run this operation ourselves. If it gets out of condition, we take the 
loss, the warehouseman does not. And I think you w ould agree, 
because you have been strong all the way along for industry handling 
this thing, that it would be better that industry did handle the storage 

rather than the Government. That is the attitude we have taken, and 
I think it is correct. And if we get to the time where we have ample 
storage, then I think that what you are suggesting here might well be 
looked at. 

Senator Humrurey. May I ask you what has happened to the on- 
the-farm storage program ¢ 

Mr. McLain. It has increased dramatically. And I am glad you 
raised this question. Because the rates we pay a commercial ware- 
houseman also are paid to the farmers, so that they will do the stor- 
ing themselves. And we have right today in the neighborhood of 
200 million bushels of grain that is resealed on the ‘farms, where 
farmers are actually paid for the storage, over a period of time, and 
in most all of those instances they need that storage. Also, ef course, 
we have urged continually and have developed programs thai have 
headed in the direction of farmers building the storage that they ac- 
tually need on their farm. 

Senator Humpurey. And then the storage costs are reimbursed or 
paid to the farmer, the same as you would to regular warehousemen ? 

Mr. McLarn. That is correct. We give him the first chance. If 
he wants to hold this grain- 

Since I have been here in 1953, we have permitted these reseal pro- 
grams that give the farmer the first chance to do this. And the only 
reason it ever got away from the farmer was that he did not think it 
paid him to keep it there at that rate. 

Secretary Benson. He may not have had sufficient space, or may not 
have wanted to invest. in building. We have encour: aged him to build, 
particularly where there is a need. 
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Senator Humpnurey. You have standards, don’t you, Mr. Secretary, 
for the kind of bin or storage facilities that the farmer must have in 
order to qualify for on-the-farm storage payments, is that correct’ 

Secretary Benson. That is correct. And then make loans when 
those standards are complied with. 

Mr. McLarn. And we do one other thing that I am sure you are 
aware of. We make facility loans, we make loans on the storage it 
self, the equipment that goes into it. The fact is this is about as gen- 
erous as we can make it for farmers, and we think it ought to be. 

Senator Humpnrey. I am pleased to get that information because 
I do feel that on-the-farm storage is an important part of this total 
warehousing program. 

I do not want my remarks to be interpreted as being critical of the 
cost of the storage program. I wanted to bring this out in the ree- 
ord, as to just what we are doing. Because when you read the state 
ment that in fiscal 1960 we may spend $1 billion for storage costs, | 
think we have to have the record adequately reflect what the unit. cost 
is, and why those unit costs are what they are. Now I am not pre- 
pared to know whether 15 cents a bushel is too much or too little. | 
basically concur in the general thought of having the industry, or the 
general proposition of having private industry provide warehousing. 
I do not know what the Government would do with all of the ware- 
housing in the time to come if we ever get this program under reason- 
able control. 

Secretary Benson. Senator, if I may just add this, many of our 
farmer-owned and farmer-controlled cooperatives are an important 
part of this private handling of grain. 

Senator Humenrey. I know they are. 

Secretary Benson. As you know. 

Senator Humrpurey. I know, for example, that GTA in Minnesota, 
in that Midwest area, is a very important part of it. 

Mr. McLarn. And a lot of these profits, if there are any profits, go 
back to the farmers. 

Senator Humpurey. I want to say with all due respect to them 
that while I basically support the farmer cooperative program that 
I am also interested, however, in what rates they receive just as I am 
in what anyone else receives. 

Secretary Benson. We are also. 

Senator Humpurey. Because a fair rate is fair, but an exorbitant 
rate cannot be justified. 

Now on the conservation reserve program, Mr. Secretary 


The Cuarrman. Senator, will you permit me to ask a question about 
the storage? 


Senator Humpurey. Please do; yes. 

The Cuarrman. There has come to my attention, Mr. Secretary, 
some complaints of people needing cotton, particularly in the South- 
east, where they have tried to buy the quality of cotton that is stored. 
It seems that those who own that cotton also own the warehouses, and 
knowing that at the end of the loan period they can sell that cotton, 
or get all the money out of it, still they keep the cotton on hand so 
as to collect storage. I was told that there are some warehouses in 
California—I do not know the names of them but it might be well 
that you look into it—that these warehouses are owned by the people 
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who grow the cotton, and also they could sell that cotton today and 
relieve you of a lot of expenses for storage, yet they will not sell be- 
cause they want to keep it until the full expiration date so they can 
collect storage. Now is there anything you can do to stop that? 

Mr. McLarn. Senator Ellender, this is a problem with all of our 
loan programs. I think we would all agree that you have to have a 
limit on a loan program, whether it be grain or cotton. And the cot- 
ton program provides, for instance, a maturity date on a cotton loan 
of July 31. That cotton is the farmer’s cotton while it is under loan. 
He has the right to redeem it any day he wants to and sell it, or he has 
the right to leave it there and wait and expect the price to go up. 
Now the only way that you could stop what you are talking about 
here would be to call these loans, in maybe January or February 

The CuatrmMan. You do not have to store the cotton in his ware- 
house ? 

Mr. McLatn. Of course the farmer has the right to store any of 
these loan commodities. We give him the right to put them where 
he wants to, that is, as long as 1t is an approved warehouse. We have 
to do that because the farmer would really blow his top if we did not 
give him that right. 

The CuHarrmMan. The point is, though, here are people who could 
sell that cotton, could relieve the Government of a lot of storage. That 
cotton is needed at the moment. 

Mr. McLatrn. Let me put it this way. The cotton that we have in 
our inventory is made available regularly out of a catalog, and any- 
one who wants to buy that cotton, no matter whose warehouse it is in, 
we sell it to him. 

The Cuarrman. That is your cotton? 

Mr. McLain. That is right. But loan cotton, the only way we 
could touch that would be to call the loans in advance of maturity 
date, and I am sure the farmers would be on you pretty fast if we 
tried to do that. 

The CuHatrmMan. They would not stay on me very long if I 
thought 

Senator Humpnrey. Mr. Secretary, of the total amount of goods, 
food and fiber, that is presently in inventory, either under actual 
ownership by the Commodity Credit Corporation or under loan with 
the Commodity Credit Corporation, how much of that is represented 
by crops that are not under mandatory price support programs? I 
mean, not mandatory like between 75 and 90 and 60 and 90, but rather 
how much is represented of the crops that have from zero to 90 or 
no supports at all? Well, they would have to have some support, 
zero to 902 

Secretary Benson. I think I referred to that in the statement. I 
think it was around a billion and a half, Senator Humphrey. 

Senator Humpnurey. So out of the approximately 8 billion there 
is 

Secretary Benson. I think it was on the top of page 5 that we 
mentioned this. 

Senator Humpnurry. All right, let’s see. 

Secretary Benson. Investment in commodities of which price sup- 
port is mandatory will total $7.6 billion, nearly all of the $7.6 billion, 
will consist of those crops designated by law as basic. So it is 
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Senator Humrpurey. So of the 9.1 there would be about 1.5 that 
was of crops other than those which are under mandatory supports 
or basics ? 

Secretary Benson. That would be approximately correct I guess. 

Mr. Mcl.arn. Mr. Beach has the figure here. As of December 31, 
1958, $1,111 million was invested in nonbasics other than those desig- 
nated for mand: itory support. 

Senator Humrnrey. 1 billion. And what commodity is the most 
of that? 

Mr. McLain. Well, do you want to run through those- 

Senator Humpnurey. We can just have a breakdown of that. 

Secretary Benson. We can put them in the record if that is agree- 
able to the chairman. 

The Cuarrman. Without objection that will be done. 
(The document referred to is as follows :) 

















COMMODITY STABILIZATION SERVICE, COMMODITY CREDIT CORPORATION 





Quantity and value of commodities pledged for outstanding loans and commodi- 
ties in price support inventory as of Dec. 31, 1958, and total investment as of 
Dec. 31, 1957 


[All figures in thousands] 






Investment as of Dec. 31, 1958 ! 


Commodity Unit of Pledged for loans; In inventory Total 
measure 



















































Quan- | Value Quan- | Value | Quan, Value 
tity tity tity 
Other nonbasic senmnntiien: 
Barley ca .--| Bushel. _. --| 82,377 | $71,877 71, 682 | $84,140 | 154,059 | $156, 017 
Senne, ‘dry edible.._...._-- Hundred- 2, 663 17, 076 12 118 2, 675 17, 194 
weight. 
Cottonseed and products: 
Cottonseed _. Prac. “hese 2 102 tateldéinneann 2 102 
Cottonseed oil, ene. DR ee 2,772 305 2,772 305 
Cottonseed oil, refined.|. ....do_____- da ce eataasa saath 1, 680 212 1, 680 212 
Flaxseed - ..- _--- ...--| Bushel ‘ 8,520 | 23, 485 63 183 8, 583 23, 668 
Grain sorghum..-_...-...--- —" 100, 851 | 188,674 | 161,103 | 407,712 | 261,954 | 596, 386 
weight. 
Naval stores: 
SI aco dde chien ads tea ccaas 2, 252 184 | 264,905 | 20,968 | 267, 157 21, 152 
pac enacnaaa as cantons eis A assis Reta l I r 639 390 639 390 
SIG. os igch: iegdincnetaiaaceeniateanviekn nl a anne 70, 452 39, 076 26,201 | 19,463 96, 653 58, 539 
Rye. eines te 6, 905 6, 956 2,044 | 3,028 8, 949 9, 984 
Seeds, hay, and pasture. _..| Pound. ji ed eae ae chet ; a rt ows 
Soybeans...........--.- eS lee 96, 667 | 196,814 13, 232 30, 348 | 109, 899 227, 162 
Total other nonbasic 
commodities - --. ; on eee ~-.------| 566, 867 |...------]1, 11, 111 








1 Book value before deduction of reserve for losses. 












Senator Humpurey. How much butter, cheese, and milk do we have? 
I understand butter is pretty well gone, or is altogether gone. About 
how much do we have in storage of milk and cheese ? 

Secretary Benson. As of the last figure I have here, as of January 
28, 1959, total stocks, 16,688,000 pounds of butter and 4,386,000 pounds 
of cheese. Dried milk, 51,679,000 pounds. 

Senator Humrnrey. What is the relationship of the dried-milk 
quantity now to what it was, let us say, a year ago? 

Mr. McLarn. We will get that here in Just a second. 

Senator Humpnrey. Is it less or more ? 

Mr. McLarty. Butter and cheese are down considerably. I did not 
think that dried milk was materially—it is down. 
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Secretary Benson. All three are down, I think. 
Senator Humpnurey. All three are down. 

The Cuatrman. Mr. Benson, I notice here, if you will pardon me, 
that on December 31 of 1958, only a month ago, you had 56 million 
pounds of butter on hand, according to these figures, and now you say 
only 16 million. 

Secretary Benson. This shows 16,688,000. 

Mr. McLain. Mr. Beach can quote you these figures. 

The Cuarrman. In quoting the figures, I wonder if you could give 
them as of, say, December 31 ? 

Mr. Rosert P. Beacu (Commodity Stabilization Service). This is 
as of December 31. 

Secretary Benson. This is January 28. 

The Cuaimman. Twenty-eighth, which shows a difference of 40 
million pounds. 

Mr. McLain. It isa very changeable thing. 

Mr. Bracu. The figure for Fried milk, as of December 31, 1958, 
154,997,000 pounds. 

Senator Humrnrey. Thousand pounds? 

Mr. Bracu. 154 million. 

December 31, 1957, 136,868,000 pounds—136 million versus 155 -mil- 
lion; about the same. 

The Cuarrman. What was the amount on hand on January 28 of 
this year? 

Mr. Beacu. That figure is a weekly report figure. 

Secretary Benson. This is a weekly figure here. 

Mr. Beacu. As of January 28 the figure was 51,679,000 pounds of 
dried milk. 

The Cuarrman. That is quite a drop. 

Mr. Beacu. Quite a drop. 

Senator Humpnurey. What happened to it? 

Mr. McLarn. Most of it is 

Secretary Benson. A good part of it is given away for distribution 
to needy people in this country, gifts through churches and welfare 
organizations for distribution abroad. 

Senator Humrnrey. Yes. 

Speaking of that, Mr. Secretary, what did you do with the vegetable 
oils that you have had in possession of the Commodity Credit Cor- 
poration for relief feeding purposes? 

Mr. McLarn. We have them 

Senator Humpnrey. I called Mr. McLain, I think, about this some- 
time. Didn’t I talk to you about it? 

Mr. McLain. Several people have, and I am sure you did, Senator 
Humphrey. We have had them on the sales list now, I think, for 
about a month. 

Mr. Sorxtn. A month. 

Mr. McLarty. A month; and we are in the process of selling them 
at right near the market price. 

Senator Humpnrey. At right near the market price. A little be- 
low the market price? 

Mr. McLain. I think that is accurate. We can give you the exact 
figure, it was a published figure. We would be glad to put it in the 
record; 11.03 cents per pound, Mr. Sorkin says. 
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Senator Humpurey. 11.03. What is the market price, Mr. Sorkin? 

Mr. Sorkin. It varies every day. 

Senator Humrnrey. What is the last variation ? 

Mr. Sorkin. That was about the market price that day. We sell 
it at not less than 11 cents, or the market price, whichever is highe~ 
We got it at 11.03 and sold 200 tank cars. 

Senator Humpnrey. Who did you sell those to? 

Mr. Sorxrn. I do not know, sir. 

Mr. McLain. That can be made a matter of record, Senator 
Humphrey. 

Senator Humpnurey. The reason I am concerned about this is we 
do not want to have a price depressant on the market. The purpose 
of the loan program is to give a reasonably fair price. And the loan 
price is 70 percent of parity on the beans, and what I was concerned 
about is that there are some very big processors, you know, and some 
very big users of these vegetable oils who could easily get a nice 
bonanza out of this business, and I intend to look into it. 

Second, there is a great need internationally in foreign areas for 
these oils. As you know, also, the church organizations ‘and the vol- 
untary organizations have been ver y anxious to get these oils for 
relief feeding. I also realize that the soybean producers and the 
processors of the raw cottonseed and the soybeans are also likewise 
interested in getting the foreign sales, the foreign use of the oil. So 
there are many conflicting interests here. 

But my interest in it is that I do not want to see the Commodity 
Credit Corporation flushing into an already overflushed market addi- 
tional oil which only serves ‘to help certain of the secondary processing 
companies, such as some of the faz ‘ge, oh, the companies that make 
this synthetic lard, what have you—[laughter] you know, the vege- 
table oil. What do they call that? Shortening. The shortening 
companies. It is very good. I do not want my remarks to be misin- 
terpreted as anything else. 

It is the very finest of food, but I have a feeling that there is always 
a desire to get a good cheap price on the raw material at, the expense 
of some producers, and at the same time at the expense of overseas 
feeding programs. 

Now, Mr. Secretary, did you meet with those organizations when 
they came over? 

Secretary Benson. Yes, Senator Humphrey. We have periodic 
meetings with them. They are interested, of course, in getting some 
oil. We felt, and I am sure you would support us in this, that we 
should move it for dollars if we can. 

Senator Humpnurey. Yes, sir. 

Secretary Benson. And it has been moving. 

Senator Humenrey. Providing that you do not break a market. 

Secretary Benson. That is right. And I think we have been quite 
successful in moving it without breaking the market. 

Senator Humrnurey. Have you sold any beans per se; I mean, just 
beans rather than the oil ? 

Mr. McLarty. We have a policy on beans—I am sure you are 
familiar with it, Senator Humphrey—of not doing anything that will 
break the market, domestically or worldwide; because we do have a 
tremendous sales outlet for soybeans at the world price, without any 
subsidy, and we want to maintain that. 
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Senator Humeurey. And you are able to move those in an orderly 
manner; is that correct ? 

Mr. McLarn. That is right; up to this date, we have been. 

Senator Humpnrey. What about your cottonseed oil? 

Mr. McLain. This is what we 

Senator Humpnurey. You have some cottonseed oil as well as soy- 
bean oil? 

Mr. McLarn. It was the cottonseed oil we were talking about. 

Senator Humpnrey. That was the 11.03? 

Mr. McLarn. Yes. To my knowledge we have no soybean oil. 

Senator Humpurey. Only the beans is all you have in the soy- 
beans ¢ 

Mr. McLain. That is right. 

Mr. Morse. The only oil we have is cottonseed oil, Senator. 

Senator Humpurey. All right; I just wanted to get the picture of 
that because I have had a number of inquiries from a number of char- 
itable organizations, religious groups, and philanthropists, wonder- 
ing when they are going to get a little of that oil, and I am all for 
them getting it. 

Secretary Benson. If it is available beyond what we can sell for 
dollars at the market price. And they have been to see us two or 
three times, and of course they are always very reasonable, but very 
anxious to increase their food outlet. 

Senator Jorpan. Would the Senator yield to me? 

What do the church organizations want with oil? 

Secretary Benson. Are you asking the Senator or me? 

Senator Jorpan. Either one of you. 

Senator Humeurey. Let’s ask the expert. 

Secretary Benson. They want it, of course, for donations for feed- 
ing of needy people abroad, particularly in the Orient, Mideast, and 
Near East countries. They have a great demand for it apparently. 
There is a shortage of oils, of fats generally, in those areas. 

Senator JorpDAN. You mean it moves through church organizations, 
through their mission organizations abroad ¢ 

Secretary Benson. Yes; they have their welfare units. 

The Cuarrman. CARE uses a lot. 

Secretary Benson. CARE organization, Catholic welfare, the 
Protestant groups and several other organizations have their own out- 
lets for it through their own church organizations and missions 
abroad. 

Senator Jorpan. Not domestic, though? The churches do not use 
it domestically, do they ? 

Secretary Benson. The distribution of food domestically is through 
State welfare and State relief organizations. 

Senator Jorpan. That is what I wanted to know. Thank you. 

The Cuairman. Mr. Benson, it is a fact that you cannot give that 
away if you have asale for it? It is only when it has become surplus. 

Secretary Benson. Yes, Mr. Chairman. 

The Cuatrman. We must not forget that, and it is your duty as 
Secretary of Agriculture to sell all you can for dollars. 

Senator Humpurey. Exactly. Providing, the law is quite clear, 
the Secretary does not dump this on a domestic market to break the 
price. That is what I think we have to be on guard against. 
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Now there are plenty of pressures at work in this field. Iam fully 

cognizant of them. There are lots of pressures on the Commodity 
Credit Corporation. And I just want this record to reflect that in 
the sale of cottonseed oil or of the soybeans, that there has been no 
cutrate pricing which in turn would reflect adversely on the market 
prices in the United States. Is that correct? 

Secretary Benson. I think that is correct. I think the record will 
show that. 

The Cuatrman. Senator Humphrey, I think that yardstick you are 
speaking of is written in the law itself. 

Senator Humpnurey. That is right. 

The Cuatrman. There is no doubt about that. 

Senator Humpurey. Let me just be very frank about it. I have 
heard some indications to the contrary, and I merely wanted to ask 
about it in public testimony. I accept the word of the Secretary, the 
Secretary is an honorable man, and I just wanted to find out what 
there was about this. I have had some letters about it, as you know 
these things are never secret, whenever any sales are made everyone 
has about 15 ideas of what went on. And I get my fair share of the 
letters, and the best way for me to get the letters answered is to ask 
the question in public. 

Secretary Benson. We have had a lot of inquiries about it, Senator, 
and I think the record is very clear on it. 

Senator Humpnrey. Thank you. 

Mr. Morse. Senator, in this connection, I think attention ought to 
be called to the fact that at one time we had over 1 billion pounds of 
vegetable oils in our stocks. That was before the package program 
for cottonseed was changed. At the present time, against that 1 bil- 
lion which was sold out largely into foreign use, we . have now, as of 
January 28, only about 18 million pounds. So you see, it is a com- 
paratively smali amount as compared with what we liquidated back 
several years ago. 

Senator Humpurey. So this 1 billion goes back 2 or 3 years, is that 
right ? 

“Mr. Morse. Yes, it was back 3 or 4 years ago. So this is a com- 
paratively small amount in contrast to that which we once had in 
inventory. 

Secretary Benson. There was also a time a few years ago where 
we had 1 billion pounds of dairy products in storage. 

Senator Humrnrey. Yes, sir. 

Secretary Benson. And, of course, the amount we have now is rela- 
tively small. 

Senator Humrurey. The overseas relief feeding has done a lot to 
relieve that situation. 

Secretary Benson. It has helped a great deal. 

Senator Humpnrey. Now, it seems to me, Mr. Chairman, that one 
of these days we ought to have up here before the committee the di- 
rector—what is the ‘title of the manager of the Commodity Credit 
Corporation? Who is in charge? 

Mr. Morse. The Executive Vice President. 

Senator Humpnrey. Who is that ? 

Secretary Benson. Mr. Berger, Walter Berger. 

Senator Humpnrey. I think we ought to take a good look at the 
management of the Commodity Credit Corporation ‘and the manner 
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in which its stocks have been handled, rotated, stored, sold, and what- 
ever else goes into the management of it. I just think that kind of an 
audit on the part of this committee is very, very important. 

I have no reason to feel that anything is not all right, I just think 
that the agricultural program is bigger than the Commodity Credit 
Corporation. When the Secretary comes up here to testify he has the 
broad range of the program, rural development, REA, Public Law 
480, everything. And I think, and I would hope, that later on, and 
I know the chairman feels this w ay too, we would get a good inside 
detailed look at the management of the Commodity Credit Corpo- 
ration. 

Secretary Benson. We would welcome that. 

The CHatrman. We could do that, Senator Humphrey, when 
we begin a study of the bills that will be submitted by Secretary 
Benson and others, who will no doubt offer bills to try to solve the 
problem. 

Senator Humpurey. Yes, sir. 

The CHarrMaAN. Since that is one of the facets, we can always 
call in the Commodity Credit because it involves sales, and ask them 
how they can get rid of what we have on hand. That question has 
been asked, I thing two or three times yesterday, and about a dozen 
times this morning. I think it would . pertinent to have the man 
in charge come here and give us an outline of how it operates. 

Senator Humpnrry. I think we have to realize there is no branch 
in our Government that handles as much money, except the military, 
as the Commodity Credit Corporation. And it seems to me since this 
is a business operation in a sense it requires very careful postaudit. 
And I cannot qualify as an expert for that kind of auditing, but 
there are some questions, when Mr. Berger comes before the com- 
mittee, that I want to ask him in good spirit and for the purposes 
of better information. 

The Cuarrman. Well if the Senator remembers about 3 or 4 years 
ago we held hearings as to the operations of the Commodity Credit 
for about 2 or 3 months. 

Senator Humpurey. Correct, and very helpful hearings. 

The Cuamman. Charges were made against the Commodity Credit 
Corporation by a very prominent member of this committee. We 
went all over it, and I think it was better than a good many thought 
it was. 

Senator Humpurey. I think the record turned out to be very good. 
I recall this set of hearings very well. However, I think it was 
helpful. I think that set of hearings was helpful for Commodity 
Credit. Also, it did something to bolster the hands of some people 
who wanted to make some long-needed changes in the operation of 
Commodity Credit, and I would like to look at it again. 

The Cuarrman. In the light of what you are saying now, you 
might get Mr. Berger to come here. 

Secretary Benson. We would have Mr. Berger or Mr. Daniels, 
or both. Mr. Daniels is the sales manager. 

Senator Humpnurey. I would like to do a little boning up before 
Mr. Berger comes over. 

The CHatrman. You do not have to bone up on anything, you 
know it allnow. [Laughter.] 
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Senator Humpurey. I wish I did. 

Secretary Benson. Any of us in the Department stand ready to 
come. 

The CHatrmaNn. I really believe it is one of the important facets 
we have to look into, and that is to try and improve the marketing 
of these surpluses, if there is a way to do it. I think that is one of 
the important things. For that reason it was my intention to call 
in some officials and look into the method of distribution. 

Senator Jorpan. Mr. Chairman, might I ask a question ? 

The CHarrman. Yes, Senator Jordan. 

Senator Jorpan. If Senator Humphrey—— 

Senator Humpnrry. I yield to Senator Jordan. 

Senator Jorpan. I have been asked this question, and I do not know 
the answer: Is CARE a Government-sponsored organization ? 

Mr. Morse. No; entirely private. 

Senator Jorpan. It is Goverment surplus channeled through CARE, 
isn’t it? 

Secretary Benson. They have the same right to the use of surpluses 
as the church, welfare, and relief organizations do. It is one of the 
agencies that takes some of our surplus for distribution to needy people 
abroad. 

The Cuatrman. Well, Senator, for your information, as you may 
know, we not only give through CARE and these church organiza- 
tions, but I believe that the Congress appropriates from $13 million 
to $15 million a year to pay freight on those goods. 

Senator Humpurey. Oversea freight. 

The Cuatmrman. Freight. We are in it up to the ears, you know. 

Senator Jorpan. That is the church organizations and CARE both? 

The Cratrman. Yes, that is right. We not only give the food, but 
we pay for its transportation to those who are in need of it. 

Senator Jorpan. I appreciate that because I have been asked that 
question, and I did not know what the answer was. 

Senator Humpurey. My final questions, Mr. Secretary, are on Public 
Law 480. 

Secretary Benson. Yes, sir. 

Senator Humpnrey. And what I hope to be a much broadened pro- 
gram. It has been described by myself and by others, including the 
President, as food for peace. 

The present operation, I believe, according to the question that you 
answered the other day, is that Public Law 480 is a program to mer- 
chandise excess agricultural commodities. It is not a foreign aid 
program per se. 

Secretary Benson. That is correct. 

Senator Humpnrey. It seems to me that one of the weaknesses of 
our present oversea food program is the fact that it is not classified 
as a part of our foreign aid or our international aid program. Because 
I happen to be one that believes that the food program is as vital, or 
more vital, in terms of oversea economic and other types of aid as any- 
thing that we do. And presently the whole burden of this program 
is on the back of the Department of Agriculture, or, as we call it, 
on the agricultural economy. 

The cost of Public Law 480 today is charged up to the Department 
of Agriculture when in fact Public Law 480, as it is operated, while it 
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deals with excess commodities that are in Commodity Credit Corpora- 
tion possession or inventory, is in fact dedicated to improving condi- 
tions in other countries on the basis of diet, food deficiencies to be made 
up, and economic assistance that comes from the use of the currency. 

Now you are familiar, are you not, Mr. Secretary, with Dr. John 
Davis’ study of the Public Law 480 program ? 

Secretary Benson. Yes, I am. 

Senator Humpurey. What was the number of years he recommended 
that we authorize such a program for ? 

Secretary Benson. If I recall, he suggested that we might well 
recommend the extension of it for a 5- -year period. 

Senator Humpnrey. Yes. It is my view, since we may not have the 
opportunity to review this with you personally, Mr. Secretary, and 
I believe we are somewhat of like mind on the objectives of this, at 
least, it is my view that one of the weaknesses of Public Law 480 
although it is a great program—one of its weaknesses is that the year- 
by- year authorizations limit effective planning. That is No. 1. 

No. 2, another one of its weaknesses is that it is looked upon as 
merely a program for the disposal of surplus, rather than a positive 
efforts in the field of international relations. And I am looking for- 
ward to the time when we can look upon a food program just as we 
look upon the loan development program, or the military assistance 
program, as a fundamental part of an international relations program, 
or as some people call it, a foreign aid program. 

For example, we had questions asked by Senator Symington, very 
penetrating questions, this morning: W hat are we going to do, how are 
we going to rid our storehouses of. goods that we have, the surpluses? 

It seems to me what you need to do is take a little look ahead as to 
what might be some of the food deficits and some of the friendly coun- 
tries with which we presently have the most cordial relations, or are 
seeking to have better relations. 

On that basis we can program a little on the production side and 
know what we have in mind. Also, to remove this whole problem, 
this whole cost item of the use of food and fiber for international pur- 
poses out of the budget of the Department of Agriculture, and get it 
out here, either to stand on its own two feet, where it may well belong, 
or bring it on over in the context of the total foreign aid program. 

Because, remember, it generates currencies. It ‘generates money as 
well as the gifts to which Senator Jordan referred a moment ago. 
There are oifts, famine relief, and there is the sale for soft currencies 
which in turn generates economic assistance. 

Now what is your view, Mr. Secretary, on this? 

The Cuatrman. May I point out to my good friends from Minne- 
sota that in the debates which took place on the Senate floor, as well 
as when hearings were held before the Appropriations Committee, of 
which I am a member, I do not think there is any doubt but that the 
proceeds of the sales of Public Law 480 are placed in the category of 
foreign aid. 

From advice that I received here recently from the Department of 
Agriculture, and through some prodding on our part they have sepa- 

rated the expenditures to the point where today you can look at the 
budget and you can state almost to the cent what is being spent for 
foreign aid, for programs that should not be charged to agriculture— 
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this is what you are talking about—and I present for the record at this 
point a statement furnished by the Department of Agriculture. 

The first table states: “Programs having multiple benefits and not 
directly chargeable to the farmer.” 

Now in that you have programs for foreign relations and defense 
aspects, including Public Law 480. That has been separated. 

Senator Humpurey. Yes, but what I am getting at is the appro- 
priation for 480 is an appropriation within the Department of Agri- 
culture, charged up to the Department of Agriculture. 

The Cuatrman. It is a separate act. 

Senator Humpnrey. A separate act, but 

The Cuarrman. I understand; it is a separate bill. But whether 
you make it directly, or the way it is done now, I believe that the 
way the Department is handling the situation now, you can iden- 
tify that 

Basie Humpurey. Oh, yes, I agree with that in terms of the 
price support activities, and so forth. 

The Cuarrman. All right. Now in addition to that, you have food 
distribution programs, including commodity purchases under the pro- 
grams for removal of surplus agricultural commodities, school lunch 
and school milk programs; that is under section 32. All of that is 
shown. 

Programs having multiple benefits and not directly chargeable to 
the farmer for 1959 would aggregate $3,039 million. 

Senator Humpurey. That is the point, Mr. Chairman 

The Cuatrman. For fiscal year 1960, the total amount, in the same 
categories, will aggregate $2,874 million. 

Senator Humpnrey. What I am getting at is, on both sides of the 
coin of which you speak, No. 1, the appropriations for these items 
that have multiple benefits that do not directly affect the economic 
well-being of the farmer—those appropriations are charged to the 
Department of Agriculture budget. That is one. That is where the 
first one starts. 

That is why we say you have a budget of $5 billion plus. 

But the second part is, Mr. Chairman, that as the breakdown 
demonstrates, some $3 billion actually goes for services which the 
Congress has authorized, services to be extended to our fellow citizens 
out of the Department of Agriculture programs or to foreigners. 
So we really do not have a Department of Agriculture budget relat- 
ing directly to service to the farmer of $5 billion plus. 

The CHatrmMan. Well, the Senator will well remember that this 
committee was accused of giving Secretary Benson quite a ride last 
year when he appeared before us, when we tried to get him to 
separate 

Senator Humpnurey. You and I shared in that. Those editorial 
comments 

The CHarrman. That is all right; I do not mind it. 

The point is, though, that I think the Department is now making 
an effort to separate those costs. It so appears in the budget, when 
they ask for various sums, they indicate what it is for, and I am hope- 
ful that they will keep on this trend and give to the public—Mr. 
Benson—the actual cost, or whatever it costs, the Commodity Credit 
to run any of these programs 































PRESIDENT’S FARM MESSAGE, 1959 249 








Let’s charge it, as the distinguished Senator from Minnesota said, 
to foreign aid, or to the military, or to the State Department, and I 
do not think we will have much trouble on that if that will be done. 
This will be placed in the record to indicate how it is being done. 
(The document referred to is as follows :) 








U.S. Department of Agriculture—Estimated budget expenditures (based on 1960 
budget) 
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Programs having foreign relations and defense aspects, including Public Law 480 1, 432 1, 396 
Food distribution programs, including commodity purchases under the program 

for removal of surplus agricultural commodities, school lunch, and school milk 366 323 
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Long-range programs for the improvement of agricultural resources, including 
research, meat inspection, disease and pest control, education, market develop- 
ment and services, protection of soil and water resources, and forest and shen’ 
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Senator Jorpan. Will the Senator yield ? 
Senator Humpurey. Yes. 

Senator Jorpan. I made that very same point yesterday, that a good 
deal of this stuff ought to be charged to foreign aid and not to the 
Department of Agriculture. It really is foreign aid. All this dis- 
tribution of food abroad, which is included in this 480, is foreign aid. 

I do not care which way it comes, but it should be shown as foreign 
aid, because that is exactly what it is. 

Senator Humpnrey. I thoroughly concur, and I am for it. I am 
not complaining about it; I am for it. So is the chairman. 

Senator JORDAN. Neither am I, but I do not think the public under- 
stands the way it is being handled. 

The Cuarrman. I have not objected to this kind, but I have ob- 
jected to giving so much of our cash when we need it so badly at 
home. 

Secretary Benson. I think, Mr. Chairman, it should also be pointed 
out that the Commodity Credit Corporation also has a credit pro- 
gram. We enter into sales of Government stocks for dollars for a 
longer period than 1 year in order to increase our sales. I think our 
program now isa 3-year program. 

In other words, if a country or a buyer does not have the cash, we 
enter into a credit contract with them. And as a result of that we 
have been able to make a number of sales we would not have made 
otherwise. 

Senator Humenrey. How long an extension are you going to rec- 
ommend, Mr. Secretary, for Public Law 480? 
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Secretary Benson. We have recommended in my statement here a 
l-year extension. Now, we have felt 

Senator Humpurey. You would not buck too hard if we tried to 
get that up to 2 or 3, would you, Mr. Secretary ? 

Secretary Benson. Last year I think the Congress extended it for 
a year and half, Senator Humphrey. 

‘We, of course, have looked on this as an emergency program, and 
I think we need to be careful that we not get into a position where 
we are depending on surpluses for our programs abroad, because it 
is conceivable, if we get our agriculture in better balance, we may 
not have these vast surpluses. 

We will have them for a period, of course, but they will not always 
exist. Particularly if we get some basic changes in the legislation, 

Now, when the program was started, and I think the legislative 
history will show that it was primarily a program to remove surpluses 
to aid agriculture—now, I recognize that these funds generated are 
used for various purposes. The biggest single use is for loans for 
economic develepoment. 

The Department does get credit for those currencies, so far as our 
records are concerned, for the currencies that are generated at the 
market price, as I recs ‘all. ‘Then they are loaned back for economic 
development. Some of them are used in our market development 
work abroad, and, of course, are used by our embassies, military in- 
stallations, and some of them are now keing used for research. 

That was pointed out yesterday. 

There are many uses, but the biggest single use, as you pointed out, 
is for loan for economic development abroad which, of course, is a 
foreign aid item without any question. 

Senator Humpurey. Mr. Secretary, I happen to be one that be- 
lieves—so the record may be quite clear—that this program ought not 
to be predicated upon surpluses. I think we ought to have a produc- 
tion program in this country that is geared, not only for our own 
domestic food needs, but for whatever the international requirements 
are that are dictated by our national policies. I believe that this 
would be a whole lot more constructive manner in dealing with it, be- 
cause take, for example, dairy products. It is entirely probable that 
under certain types of controls, price regulations, and modifications 
that the dairy production can get right down to where the amount of 
production is just adequate to meet domestic needs and dollar sales in 
terms of exports. 

Now, from a strictly economic point of view, that may be very de- 
sirable, but from a foreign policy point of view, I think it would be 
catastrophic, because I happen to believe in the next 5 years the Soviet. 
Union is going to be engaging us in agricultural competition for 
foreign markets, both for what we call hard money sales as well as 
soft money sales. 

I think we have to face up to it. They are getting ready to give us 
the works right now. And the day that t ey can move into the 
Middle East with their powdered milk and into Africa and Asia with 
powdered milk, that is the day they are going to have more than just a 
manifesto that they c can work with, 

They are going to be able to bring the Communist manifesto, not 
wrapped in chocolate, but wrapped in milk and vegetable oil and in 
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wheat and in butter. And when that comes they will buy the Com- 
munist manifesto. 

And I am of the opinion we ought to have a long-term food pro- 
gram and we ought to have the support of the Department of Agri- 
culture—an international long-term food program. I am just fore- 
warning you of my beliefs in this because I intend to pursue this 
rather relentlessly. 

Secretary Benson. I have heard you express them before, Senator. 
And of course that goes beyond the purview of the Department some- 
what. If it is determined ‘by the Congress to set up such a program, 
of course, we will be ready, I am sure, as an agriculture edaune. to 
produce the food necessary to take care of any such program. But 
we have felt all the way along that the Public Law 480 program, as 
conceived by the Congress originally, was intended as an emergency 
program and, I think the legisl: ative histor y will show, to aid agricul- 
‘ure in moving these temporary surpluses. 

Senator Humpurey. But may I say most respectfully, like most 
emergency programs it has a way of getting gray whiskers. 

Secretary Benson. That is often true, sir. 

Senator Humpnrey. And while the surpluses have been removed, 
this is a great. wonderful country, and they seem to accumulate. And 
Iam not: as disturbed about the so-called surpluses, if we use them in 
a program that way. I mean, if we look upon them strictly as sur- 
pluses hanging heavy over the market without any real long-term 
programing, then they are a danger. But if you look upon them as, 
for example, military assistance or development loan funds, then we 
have a much more constructive base on which to build. This is a 
point of view and a philosophy that I hold, and I was hopeful that 
we could get the Department to come along and support these general 
findings. 

Secretary Benson. Under the law, Senator, we cannot move a prod- 
uct under 480 abroad unless it is declared to be in surplus. 

Senator Humpnrey. I understand that. I understand that very 
well. And I think it will be a sad day, Mr. Secretary, for America, 
and it will be a sad day for our foreign policy, and it will be a sad 
day for millions of people, when you are able to come up here and 
report that there is no longer any butter, any cheese, any powdered 
milk, or any wheat or cereal grains that we can utilize internationally 
for purposes of building the peace. 

I must say that I know of your deep religious and personal convic- 
tions about the necessity of waging the peace, and I want to tell you, 
my friend, I feel this more every day of my life. And I happen to 
believe that one of the w ays we wage it is through the generous and 
constructive use of food and all this food means in terms of what 
you have described—research, economic aid, education, and all that 
comes with it. And I think the time is at hand, not only to have 
the slogan “food for peace,” and I am pleased with the President’s 
letter of early February, but that we spell this thing out, like Senator 
Hill did in his bill “health for peace.” And I am going to spell 
such a bill out. I want you to know that it is within a week of being 
presented to the Congress. I have had people working on it for 
months, and we are going to spell out such a proposal. Because I 
think the time has come now to quit thinking in terms of the emer- 
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gency of the problem, of the nature of the emergency, and to convert 
what is an emergency problem into a positive asset and to remove 
from the Commodity Credit Corporation this constant fear and 
threat of surpluses, and start to program on a long-term basis for 
the use of this food. 

I have talked with a couple of people from the African countries 
who have continuing food deficits, and who have limited dollars and 
want to build their industrial base. And nothing would be more 
helpful to those countries than to be able to get a reasonably long-term 
commitment from the United States that within the next 5 years, for 
example, a certain amount of their food deficit can be met through 
soft currency sales. This is the kind of long-term planning that I 
think agriculture requires. 

Mr. Secretary, we have had a pleasant exchange. 

The CuarrMan. Senator Proxmire. 

Senator Munpr. I have some questions. 

Senator Proxmire. Mr. Chairman, I yield to the Senator from 
South Dakota. 

Senator Munpr. I want to ask a few questions. I have to leave 
at 3:50. 

Senator Proxmire. As long as I can ask my questions before 
4:30. 

The Cuatrman. We are going to stay here until we get through, 
so let’s go. 

Senator Munpr. This morning we were discussing in terms of 
wheat, Mr, Secretary, the capacity of foreign countries to absorb ad- 
ditional American exports without dislocating their economy. Now 
I do not believe that this danger of dislocating the farm economy, or 
the domestic economy of a foreign country, applies and relates itself 
to our products as it does to wheat, does it ? 

Secretary Benson. No; it varies between the commodities, I am 
sure, Senator Mundt, as you well know. 

Senator Munpr. What prevailing deficiencies are there abroad in 
the agricultural production field which we might be able to supply 
if we had the material and food and fabric available without dislocat- 
ing their economy ? 

Secretary Benson. With the permission of the chairman I am 
oing to call on Dr. Max Myers to comment on that. He has just 
een Over in those countries, been studying it. He is head of our 
foreign agricultural service. 

The Cuarrman. All right, Dr. Myers. 

Senator Munpr. Max is an oldtime friend of mine, from the State 
of South Dakota. 


STATEMENT OF MAX MYERS, ADMINISTRATOR, FOREIGN AGRI- 
CULTURAL SERVICE, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Myers. Senator Mundt, in answer to that question—as I under- 
stood it, you wanted to know what commodities were wanted from 

Senator Munpr. That is right, what commodities, if we have them 
available, could we export overseas from our farm industry which 
would not dislocate the economy of the recipient country ? 
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Mr. Myers. I think I can best answer that by listing several com- 
modities, including the type you mentioned. I wanted to answer 
the point with regard to wheat by saying that the limiting factor in 
India now is what they can handle—ports and distribution facilities. 
They took 450,000 tons last month, and they are trying to get 400,000 
tons each month for these three—January, February, March 
through their ports, and that is all they can handle. We can ship it 
faster than they can handle it. 

Some of the countries request products we do not have in surplus. 

Senator Munpr. I am not concerned whether they are in surplus 
or not because they are produced on American farms. I want to 
know what commodities are desired overseas. 

Mr. Myers. Wheat, rice; primarily those two among the grains. 
It is quite a problem to get them to take corn for human food, al- 
though there is some demand for corn for feed. There are some re- 
quests for dairy products, the three that were mentioned, dry skim 
milk, butter, or butter oil, cheese. There is a demand for vegetable 
oils, tobacco—if they can get it under Public Law 480. Those are 
the principal ones. 

I could read the longer list, the list in this report, Senator, of the 
things that were programed and that pretty well covers the list of 
what they ask for. 

Senator Munpr. Would soybean oil qualify as a vegetable oil under 
that category ¢ 

Mr. Myers. Soybean oil or cottonseed oil. 

Senator Munpr. Is there quite a demand for oils and fats over 
there now, as there used to be during wartime? 

Mr. Myers. I was going to read off the total program in the total 
period. 

Mr. Sorkin. In that statement you will find we have programed 
214 billion pounds of vegetable oil. 

Senator Munpr. Yes. I asked him if there was quite a demand, 
which has not been supplied, for fats and oils? 

Secretary Benson. Still beyond this? 

Senator Munpr. Beyond this. 

Mr. Myers. I do not think, not under commercial sales, there are. 
We have been able to meet with one oil or another the demands for 
vegetable oils under 480. 

Senator Munpr. Let me put the question another way: If we had 
available at a price they could afford to pay additional vegetable oils, 
could the rest of the world absorb them without dislocating their 
economy ? 

Mr. Myers. It is a difficult one to answer because I do not know 
how to interpret the price they would be able to afford to pay. There 
are people who would take some at zero who are not getting it, I am 
sure of that. However, I think I would come back, Senator, and say 
as far as the requests for 480, title I, sales for vegetable oils, we have 
been able to meet them. 

Senator Munpr. Go ahead. 

Mr. Myers. That is all I was going to say, sir. 

Senator Munpr. Well I understand from information I have re- 
ceived that there is a demand for additional vegetable oils overseas 
if they could work them into their economy at prices that the people 
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over there could pay for them. Now I am trying to find out from 
someone who knows, do they have all the vegetable oils that they 
need, or could they use more if we were able to supply them? 

I take it that we are not going into very serious competition with 
some local operation if we supply vegetable oils ov erseas 4 

Mr. Myers. That varies from country to country, sir. There are 
some where we are in competition. 

The Philippines, Indonesia, peanut oil in Africa. The market for 
some of these oils is very competitive—commercit al markets. We are 
speaking of 480, title I, with which I am specifically concerned. We 
have not had to be turning people down who asked for it. 

Senator Munpr. What I wanted to do, Mr. Secretary, was to relate 
this colloquy to something you said this morning, that we would be 
able to increase rather substantially the production of soybeans in 
this country without having to acquire for any length of time any 
substantial amount in Commodity Credit. 

Secretary Benson. Yes. 

Senator Munpr. Now a lot of people in the soybean industry have 
told me that we have not begun to exhaust the consumptive possi- 
bilities of the world of soybean oil it it were made available at a 
price they could afford to pay. Do you think that is right? 

Secretary Benson. Well in the case of soybeans, of course, our 
biggest market expansion has been here in this country, Senator 
Mundt. 

Senator Munpr. I understand that. 

Secretary Benson. We have exported around 85 to 90 million 
bushels, some 500 million bushels, and it has all moved for dollars. 

Senator Munpr. If we were going to try —— 

Secretary Benson. At the market price. 

Senator Munpr. If we were going to try to approach this matter 
of surpluses and intake into our surplus food by diverting acres and 
putting surplus crops into soybeans, what I am trying to figure out 
is can’t we use an incentive program to stimulate soybean “produc- 
tion even further in this country without running a risk of having 
surplus of soybeans ? 

Secretary Benson. Well, that is something that would have to have 
some study. I think if we are going to have some carryover this yea 
of course this is an abnormally big crop as you know 

Senator Munpr. Because you can raise soybeans on a lot of land 
you are now raising wheat on, corn, and I presume now raising cotton. 

Secretary Benson. I believe if soybeans were more competitive 
you would get more expansion on soybean acreage in the part of the 
area now growing wheat. Of course, we have greatly expanded the 
adaptability of the soybean. We grow them farther north now than 
we used to, as you know. 

Senator Munpt. Has the Department given any thousht to a pro- 
gram which might subsidize the exportation of soybean oil by making 
that oil available at prices that the foreigner could afford to pay, 
thereby permitting us to continue to pay a good price for soybeans 
in this country and to exnand acreage considerably ? 

T have seen tables, and I have seen studies, which would indicate for 
a very small amount of money. in terms of tens of millions of dollars 
instead of billions of dollars, that a little attention paid to subsidizing 
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the exportation of soybean oil would replace a lot of corn and wheat 
and cotton acres with soybeans without creating a soybean surplus 
because they could be sold in the feed industry at a cheaper price so 
they could enjoy additional amounts. 

Mr. Morse. Well, yes; you touched on the latter point, which is im- 
portant. Soybeans in its early development, were sold on an oil price 
base primarily. Now with the larger demand for the protein meal, 
the primary market base is on the protein content of the bean rather 
than the oil. It is very important that we have adequate supplies of 
protein meal in connection with our very large livestock, dairy, and 
poultry industries in this country. 

We ought to inject a bit of caution here following this very good 
crop year ‘that we have just come through. We only need to go back a 
short time, I believe it was in the spring of 1954, when we were des- 
perately short of protein meal in this country. The price of meal went 
to $100, and we had to scratch around to get the protein feed needed for 
our dairy and poultry and livestock industry. 

So if we have a less favorable year than last year, we may not be 
faced with eaves even with more acreage—with a soybean surplus 
problem is what I am trying to say. 

Senator Munpr. What I am trying to point out is, we have to have 
some vision and imagination in this « ‘Top production program. We 
spend most of our time talking about planting the same old crops in 
(he same old way on the same old acres, and we vary the price support 
up and down and contract and expand the controls. But if we would 
stimulate the production of something which would replace the acres 
now producing the surpluses, we would be making permanent headway. 

Now I think in the field of soybeans we have failed, as a Congress 
and as a Department, to provide the incentives to utilize abroad the 
oil so we can sell the cake at a reasonable price there and consequently 
pay a good profitable price to farmers producing soybeans on acres 
which they now use to produce crops which are in surplus. 

The Cuatrman. May I point out to my good friend from South 
Dakota that only 2 or 3 years ago, as I remember, the demand for soy- 
bean oil was so great that the Commodity Credit did not have to take 
any of it over. 

Senator Munpr. That is right. And I think the demand overseas 
is still too great to absorb our capacity. 

The Cuamman. I want to show you what is happening now. This 
year sales for foreign currency amounted to 400 million pounds for 
1958, and only 2 or 3 years ago we did not have any surpluses to sell 
through Public Law 480. 

Now last year we had in inventory 43,437,000 bushels. This year, 
that is for 1958, we will have 109,899,000 bushels. So you can see that 
that commodity is getting more and more in trouble as we produce more 
of it. 

Senator Munpr. No. 1, I think the Secretary said, this increase 
which you have this year was temporary as a consequence of certain 
harvesting conditions. Isn’t that what you said this morning? 

Secretary Benson. That was a very important contributing factor. 
Because we have had very favorable weather all through the season, 
and yields are very high. 
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Senator Munpr. It has not developed because of a decrease of 
foreign demand for soybean oil ? 

Secretary Benson. No, our exports are increasing. As a matter of 
fact, Senator Mundt, this is a good example of how markets can be 
expanded and how farmers respond to a demand for dollar sales. This 
stuff has been moved into the regular commercial channels. 

Senator Munpr. That is right, but with the world begging for more 
oil, and we have the capacity “to pr oduce it, I think all it requires is a 
little subsidization so you can ship this over in tankers, or however 
you ship it, and provide it at a price the world can afford to pay, and 
then you are making headway permanently and taking acres out of 
production w hich are now raising surplus crops. 

What I am trying to get from you is to find out what, if anything, 
you envision doing in that area, or whether we just let nature take its 
course and do not do any planning at all from the Department stand- 
point of creating these new markets at lower prices overseas. 

Mr. McLarn. Senator Mundt, as Senator Ellender said here, the 
tremendous expansion we have had in the use of 480 funds for oil has 
kept us out of trouble with the soybean business. And I think what 
you are saying is that maybe we have not gone as far as we ought to. 
You have some people saying we have gone ‘too far; look at the way we 
use these funds. I think they have been used w isely. 

Mr. Myers here has just indicated he thinks under Public Law 480 
we are supplyi ing about all the need there is. 

Now in addition to the 480 funds, which is in reality pretty much of 
a subsidy, are you suggesting we cut the price, too? 

Senator Munpr. I am suggesting that we cut the price of soybean oil 
overseas in those areas which are not able to meet American standards. 
It would create a subsidization of that oil overseas to the point that 
they can consume it, thereby leaving the cake to be sold here at a lower 
price and the farmer to continue to receive in the m: irketplace a sale 
price for his soybeans. 

Mr. Sorkin. Senator Mundt, this is one of the few commodities 
which we have been able to keep on a one-price system. 

Senator Munpr. I am more interested in replacing the acreage than 
worrying about whether it is a one-price system that you charge India 
and/or the same as you charge Afghanistan. 

Mr. Sorxr1n. The price of “oil at 9 cents a pound is cheaper then it 
has been in a good many years. It is probably the cheapest per calorie 
cost of any item now sold. There is one other basic factor here and 
that is that you would have to tell the American soybean crushing in- 
dustry to increase their capacity greatly. 

Senator Munpr. Which they tell me they are perfectly willing to do. 

I do not want to take all my 15 minutes talking about soybeans, but 
if I call you up some day, Mr. Secretary, and put you in touch with 

the soybean expert in the business, will you be there and will you talk 
to him ? 

Secretary Benson. I will be glad to talk to him, sir. We talk toa 
good many of them. 

Senator Munpr. In addition to that, the soybean is a magic little 
product 
Secretary Benson. 





Tt is. 
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Senator Munpr. That lends itself to this utilization synthetically 
and through farm chemistry to a great new adventure. __ 

Secondly, I am disappointed at the emphasis placed in your state- 
ment, and also in the message the President sent down, on the whole 
program of industrialization for farm products. Because if we are 
ever going to work out a farm program that spells success for the 
farmer instead of simple survival for security, we have got to expand 
markets to the point that they will consume what they are able to pro- 
duce with unlimited production, except if limitations are required for 
wise soil conservation practices. 

Now with the world moving as fast as it is, and the mind of men 
thinking up new things to throw up into orbit as fast as it is, I am 
convinced with the proper kind of motivation that with the crash pro- 
gram in the industrialization of the uses of farm products we have 
not even touched the surface, to say nothing of having scratched it. 
We are off base, and we keep talking in terms of what research does 
in the Department of Agriculture to teach farmers how to raise more 
and better grades of products, that we are not getting very far with 
this whole business of utilization of farm products compared to the 
challenge. 

Secretary Benson. Senator Mundt, in the statement, of course, I 
discuss research. 

Senator Munpr. In very small type and very well covered up. It 
was there, but I had to look hard to find it. 

Secretary Benson. No. Indicating that the funds for research have 
been doubled in the last 5 years by the Congress on our recommenda- 
tion, and that the greatest increase has been in the field of utilization 
research and research in the field of marketing, indicating, too, that 
we are using foreign currencies for contracts and research abroad 
where there are qualified people and facilities to do that work. We 
did not get all we asked for last year. We were cut down by the 
Appropriations Committee. We asked for more funds for research 
abroad than we got. We hope we will get what we have recommended 
this year and what is recommended in the budget. 

We have also strengthened our utilization research work in the De- 
partment, organizationally, and we are doing much more than has 
ever been done before. We did not get as much appropriation last 
year as we requested. 

The land grant colleges are participating in it, too. 

Senator Munpr. I want to see a lot more done. I do not know 
whether I want you to do it, or whether I want it done outside the 
Department. But I keep rattling the sword and the sheath, that it 
ought to be done outside the Department, and at least try to inspire 
you to do more inside the Department. 

I do think at least if it is going to be done in the Department it has 
to be done under some head or some division where the spotlight of 
public opinion is on him and it can be said, “This is the fellow re- 
sponsible for industrial utilization research.” Because we are not 
moving fast enough. I am not criticizing whoever is in charge because 
he is hidden from view. I want to get him out where I can see him. 
But I want to be sure he gets enough money, he gets enough facilities, 
he gets enough contractual authority at home and abroad to put him 
on a crash program. 
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We discuss it with emphasis, but we do not have it carried out. 
Secretary Benson. I would like to ask Secretary Peterson to com- 
ment on that further, particularly the coordinative program we have 
with the land grant colleges. 


STATEMENT OF HON. ERVIN L. PETERSON, ASSISTANT SECRETARY 
OF AGRICULTURE—Resumed 


Mr. Pererson. Basically the problems in all phases of research and 
this one particularly, Senator Mundt, is one of how much money 
the total budget will stand for, how much the Congress wants to put 
into it. We have a utilization research program at the present time 
which is using, so far as the direct Federal appropriation is con- 
cerned, roughly, $19 million a year 

We are authorized to use Public Law 480 funds. That program is 
just getting underway. It will aggregate this year something in the 
magnitude of $3 million for research in foreign institutions, using 
scientists available in those institutions. 

I might say that the research which has been done in this field so 
far—somewhat limited—in terms of the kind of a program that you 
are interested in, has been pointed at preserving markets for our own 
farm-produced commodities. 

May I just make reference to the matter of soap, where detergents 
have taken the soap market which used hundreds of millions of pounds 
of fat. Currently, as a result of research work plastics and animal 
feeds are using about half a billion pounds of fat. This is a new use 
which has come out of work done by the Department’s utilization 
research workers. 

We have kept cotton competitive, qualitywise and usefulwise, with 
the characteristics of most of its synthetic competitors. Without the 
research that we have done that would not have been accomplished, 
and the animal producers, the vegetable fat producers, the producers 
of cotton, would have been in a much more disadvantageous position 
than they are now. 

The utilization research work which we are doing in the four labs 
with which you are familiar is a relatively new program, and has 
been outside of an emergency kind of a situation for a very limited 
peried of years. 

The program we have is thoroughly integrated with the work that is 
done in the land grant colleges. We have the contract work with both 
public and priv ate institutions. 

I should like to point out that while we do not know all of the 
chemical structures of farm products like wheat or corn or many of 
the other products, we do know from what has been done up to now 
that there are many chemical components which can be extracted from 
wheat, for example, which, modified chemically, have very high values 
and uses. 

However, when you relate the somewhat minute quantities of that 
individual product to the raw material, the value translated back is 
simply not sufficient to make it feasible for the industry to use the raw 
material as a source of supply. 

I should like to point out that products have to be grown. They 
have to be protected while growing. Frequently the genetics and the 
characteristics of the product need to be modified. 
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I mention high amylose starch corn, for example. The first amylose 
starch we had, had an amylose starch content of 20 percent. It was not 
usable as an industrial corn at that rate. Our geneticists have brought 
it to an 80 percent amylose starch content which makes it usable in 
industry. The reason corn is not used in industry is because of 
price relationship. We cannot price it as we have done and are now 
doing and achieve its use for industrial products. 

Senator Munpr. The program which I envision is that the indus- 
tries using farm products are entitled to some consideration, some 
kind of bonus, some kind of subsidy, some kind of guaranteed price 
for the product for a while until it becomes economically feasible. 

It seems to me if you stimulate production with the price support 
program instead of curtailing production, you are making a lot more 
headway as far as Mr. Farmer is concerned. 

Mr. Pererson. That is the policy position we are unwilling to under- 
take, substituting a new subsidy program for the one now in existence. 
We do not think this would be an answer to the kind of problems 
we have. 

Senator Munpr. That is why I think your program is inadequate. 
I say we are trying to retain the market for the farm products we have, 
soap and so forth. But like the football team who never gets hold 
of the ball, you are not going tomake a touchdown. 

In addition to that and beyond that, we have to use some imagina- 
tion and drive which the Secretary thinks you have in the Depart- 
ment of Agriculture, and I don’t know whether this is there or not. 

I am sure if you have the Bill Jeffers to go to work on that like you 
did on synthetic rubber during the war, outside of the Department. 
He got it done. You have to find a way to stimulate this use, to get 
it from the laboratory into the factory. 

Of course, a man is reluctant to start making products out of chemi- 
cals until he finds out it can be done economically feasibly. Somebody 
has to underwrite those costs. I think it would be more economical 
than to have price supports alone. 

Mr. Pererson. As far as the things we now have knowledge about 
we think they have high potential use in the industry, we have some- 
thing better than a thousand projects. We can go just as far as Con- 
gress wants to provide the money for us to go. 

Senator Munpr. Let me illustrate. We are on the verge of being 
able to find an acceptable formula in an alcohol blend whereby you can 
make motor fuel that will work just as successfully as gasoline. 

Some of the engineers and scientists and technicians, which I think 
are supplied primarily by oil companies, find some f: ult with that fuel, 
but at the Indianapolis Speedway last Decoration Day I saw cars go- 
ing 140-145 miles an hour. I said to the mechanic, “What are you us- 
ing for gasoline?” They were using some alcohol blend which had 
been fixed up to make a better fuel. It is not impossible; it is done in 
other countries. 

I think there should be a continuing study made by the Department 
of Agriculture that can report from year to year that we are this close 
to being able to provide a proper blend to make a motor fuel which 
will consume in 1 year 10 percent of all of the agricultural surpluses 
on hand. You have that kind of a market; you have that. kind of a 
possibility. It takes some imagination; it takes some drive; it takes 
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constant reporting, some checking, focusing of all the talent on the 
problem like you do when you have to build a sputnik; it has to be 
done. That is being done now. 

Can you tell me tomorrow morning, “Mundt, come down and I will 
show you the people in the office, in the Department of Agriculture, 
who say how to utilize farm products to make commercial alcohol, to 
make motor fuel” ? 

Mr. Pererson. I cannot show you anybody working on commercial 
alcohol for motor fuel from farm products, Senator Mundt. We 
know how to make alcohol from farm products, and if cost is not a 
factor, we can make all the alcohol you want. 

If making a return to the farmer that will keep him in business and 
give him a profit without cost to the Government is a factor that we are 
concerned with, as 1 think it should be, then this is not presently 
feasible. 

Senator Munpr. The time you find a market for everything that can 
be made into alcohol and raised on a farm, you have it. You do not 
have to worry about the market prices then. Then what Ezra has 
been talking about since he first came to Washington, you have it be- 
cause you have a demand ahead of your supply. That creates a good 
market. 

Mr. Prrerson. The use of farm products in industrial processes de- 
pends on their cost to the user, the value of the end product and its 
marketability, the possible return to the producer of the raw prod- 
uct—the farmer. If these factors are of no consequence much can 
be done. If they are of consequence much can still be done but it is 
tempered by wh: at makes economic sense. 

Senator Munpr. That is why I think you ought to have a committee 
down at the Department of Agriculture who could answer that ques- 
tion. 

Secretary Benson. We know what it costs now. We do not need 
a committee on that. The research was done. 

Senator Munpr. The Welsh committee made quite a study of it and 
did a great job, and everybody commended them. They came up 
with a “figure and it was changed and challenged and so forth. At 
one time they told us, when we appeared before the committee, that 
it cost about a penny more per gallon to do this, but it would up- 
grade the propulsion of gasoline : as you go from low octane to high 
octane, and you would get the same mile: age. 

Secretary BEnson. Couldn’t we put in the record what we have in 
this field? Itis very simple. We have the information as to cost, as to 
feasibility, and we could put it in the record. 

The CHarrMan, That is all right. 

(The document referred to is as follows :) 


ALCOHOL FROM GRAIN FOR MoTor FUEL 


Research, principally in the Federal laboratories, has shown that alcohol is an 
excellent blending component in motor fuel. Alcohol-gasoline blends containing 
10 to 25 percent of alcoho] can be used by engines of current model cars and trac- 
tors without loss in general performance, provided the fuel is properly blended. 

The relative value of alcohol in motor fuel has decreased year by year as the 
octane number of motor fuel has increased. With most premium motor fuel 
octane numbers now approaching 100, and with the proportion of premium octane 
fuel rapidly increasing, ethyl alcohol in most cases has little or no premium 
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blending value in this application. It is worth still less in diesel-fuel blends 
pecause of its low octane number and its poor ignition characteristics. 

The competitive value of ethyl alcohol as a blending stock in motor fuel is 
essentially that of butane, which it approaches in road antiknock value. The 
addition of alcohol to motor fuel greatly increases the tendency for vapor locking. 
Butane, the most volatile motor-fuel component, must be reduced proportionately 
when alcohol is added to maintain comparable road performance. Thus, from 
poth antiknock and vapor-lock considerations, ethyl alcohol is directly competitive 
with butane, a low-cost motor-fuel component. 

The key problem in this whole question of alcohol for motor fuel is an economic 
one. To produce alcohol competitive with gasoline grain would have to sell at 
very low prices, depending upon the size, location, and efficiency of the plant. 
Some experts contend that the grain would have to be supplied free to the 
processor. 

For each bushel of grain processed for alcohol there would be recovered 16 
pounds of high-protein feed and the impact of this on feed markets would have 
to be taken into account. Since we are using about 60 billion gallons of gasoline 
per year and grain yields about 2% gallons of alcohol per bushel, it is clear that 


a major program would require very large amounts of grain. 


The Cuatrman. In connection with what Senator Mundt is talking 
about now, you will try to cure some troubles but give trouble to other 
industri ies. I would like to see the letters that we are going to get from 
the oil people. 

Senator Munpr. I recognize that. 

The a. To settle one problem, you get into another field of 
trouble. I do not want to be burdened any more than I am now. 

Senator Munpr. I do not want to put the oil industry out of busi- 
ness, but I guarantee, and I think you could prove to the oil companies 
of America, if the farmers in this country are as prosperous as they 
should be, as prosperous as they are entitled to be, that the aggregate 
use of the motor fuel is going to be greater. 

The Cuarrman. They have oil running out of their ears now, and 
you can get all you want abroad and all of that. 

Senator Munpr. True, you do that because a big segment of your 
economy is not going to use as much of this motor fuel. 

So much about this motor fuel. I will yield temporarily. 

Senator Symrneron. Just a minute. I just want to make one — 
vation. Four hundred and fifty tons of wheat a month sounds like 
lot goes to India and possibly it is the place where we are moving the 
most wheat. On that basis, it will be less than one-half of 1 percent 
of what we have in stock, .47 percent of 1 percent of what is on hand. 
So I think we have to do a great deal more. 

Secretary Benson. That is per month in one country. 

Senator Symineron. I know it is per month, but it is still a very 
small amount compared with the total inventory. 

Secretary Benson. It is a much greater percentage than that. We 
are working with them in improving their port facilities and storage 
distribution. 

Senator Symrneton. If I may, I would like to place in this record 
a statement on Department of Agriculture legislative requests as 
compared with congressional action which I presented on the floor 
yesterday. 

I would ask unanimous consent that it be inserted together with 
the Secretary of Agriculture’s statement of what has or has not been 
given by Congress. 

The Carman. Without objection, it will be put in the record. 

(For statements referred to above, see pp. 214 and 215.) 
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Secretary Benson. We have been asked to do that for the record 
also, Mr. Chairman. 

Senator Munpr. I have gone over your wheat proposals with some 
care, not so much in this statement, but in the statement that the 
President sent up. 

I noticed and was disappointed at the very cavalier treatment 
iven to the two-price plan. I have just returned from South Da- 
ota where I met with a great number of wheat producers in the 

past week, members of the Wheat Growers Association. They con- 
tinue to insist that there is a tremedous merit in this two-price ap- 
proach of the wheat problem. 

When we have reached a juncture of history where those in charge 
of the program, as you have said here, say it is a serious problem, it 
is an emergency, the programs are not doing the job, it has been 
agreed that neither the programs of the past nor the programs of 
the present are doing a job, I would like to either have you talk on it 
now, which might take too much time, or place in the record at this 
point your major reasons for believing that the two-price system is 
not suitable to the solution of the wheat problem. 

The Cuatrman. That was discussed yesterday at length. 

Secretary Benson. I will be happy to put that in the record. 
The Cuarrman. Senator Talmadge asked quite a few questions 

with respect to that. 

Secretary Benson. Do you want it on the last version of the mul 
tiple plan ? 

Senator Munpr. I am not sure about the versions. I want to know 
what you think is basically wrong with that approach so we can 
work out the details. If what I understand from talking to you 
personally is right you think the approach is wrong. 

The Cuamman. I think the Sec retary or somebody advised me yes- 
terday—I do not think it was on the record—that an analysis was 

made not only of the bill but of the program submitted and they had 
some experts working on it. They had data that they were ready and 
willing to furnish us. Mr. Secretary, you might put. that analysis in 
followi ing Senator Mundt’s request. 

(The document referred to is as follows = 


SECRETARY’S TESTIMONY Berore House SUBCOMMITTEE ON AGRICULTURAL 
APPROPRIATIONS 


Perhaps no solution to the wheat problem has been discussed by Congress 
more than the two- “price approach. The two-price approach was one of the 
first plans we studied in the comprehensive review of the farm program we made 
shortly after we took office. We have reviewed it on several different occasions 
since then. 

First, it should be pointed out that we operate the present wheat program as 
a two-price plan. It is under the International Wheat Agreement. The differ- 
ence beween the domestic and export price is great—some 75 cents per bushel 
average in recent years. The difference is paid from general taxation—not by 
a higher charge on the primary users of bread and wheat products who tend 
to be the low-income families. 

The two-price plan was suggested as a solution in the twenties after export 
markets for wheat decreased sharply. Since then this approach has come to the 
fore every time a wheat surplus has developed. 

Two-price wheat legislation has been passed by Congress on three separate 
occasions. Each of these plans was vetoed by the President. The last veto 
was the domestic parity plan for wheat included in the vetoed Agricultural 
Act of 1956. The other vetoes were in the McNary-Haugen bill days. 
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The two-price plan derives its name from the fact that it provides for different 
prices for wheat sold in two different markets—a primary and secondary market. 
While the various plans differ as to detail, their common objective briefly is 
this: 

On wheat sold for domestic food use, plans generally provide for parity or 
close to parity prices. Domestic demand for wheat for food is relatively inelastic. 
That is, wheat consumption as food is not affected significantly by price increases. 
Consequently, farm income from food sales can be increased by raising the price— 
a change which has little effect on volume. Since about half our wheat consump- 
tion goes into domestic food uses, domestic food use is the primary market and 
an increase in price to parity level can have a significant effect on farm income. 

On wheat sold for export or for domestic feed use, plans generally provide 
for the world market price. (Some plans, however, provide for loans to keep 
the price from unduly interfering with world market prices or domestic feed 
prices.) Demand for wheat in export is somewhat more elastic than demand 
within the United States; that is a change in the export price will result 
in a greater use than is the case for domestic food uses. Demand for wheat 
for feed is also elastic. Consequently, it is claimed that income from these 
sales can be increased by reducing prices with increased sales more than offsetting 
price reductions. Generally in recent years our feed use has amounted to about 
50 million bushels a year and exports have varied from year to year, depending 
mainly upon the size of crops outside the United States and disposals under 
special programs. It is in these outlets that there is the greatest potential for 
expanding use. 

Some of the reasons why we oppose this approach are as follows: 

1. There is considerable question whether such a plan by itself would widen 
exports and feed use over the volume likely under present programs. 

(a) The plan usually provides for a loan program designed to curb U.S. com- 
petition in international wheat trade and prevent large-scale competition of 
wheat in the feed grain markets. As a result, the free markets contemplated 
by advocates of two-price plans will not materialize. These loan programs rec- 
ognize a dilemma in which advocates of the two-price plans find themselves. On 
the other hand, significant expansion in export markets and feed grain use cannot 
be achieved without effective competition of wheat in the feed and export 
markets. At the same time, large-scale competition of wheat with corn and 
other feed grains (made possible by assured high-level returns by wheat pro- 
ducers from the domestic food market) would be irreconcilable with the price 
support and adjustment programs in effect for corn and other feed grains and 
create international problems. As a result, the two-price proposals provide for 
price support for the entire wheat crop at levels which take into consideration, 
among other things, (1) the price support levels for corn and other feed grains; 
and (2) the provisions of any international agreement relating to wheat to 
which the United States is a party, foreign trade policies of friendly wheat- 
exporting countries, and other factors affecting international trade in wheat. 

(b) We already are exporting substantial quantities of wheat by export sub- 
sidy under the International Wheat Agreement, the CCC export program, and 
under Public Law 480. Increased commercial exports are not likely to occur at 
the levels of price likely to prevail under the proposed two-price plans. 

2. This approach will not reduce Government interference with marketing and 
production of wheat, nor give farmers more freedom. The loan program would 
restrain competition of wheat in the feed and export markets and result in 
surpluses for delivery to the Government as under the operation of present 
programs. This, in turn, would necessitate stringent acreage controls which 
the proposals would authorize as a condition of producer eligibility for price 
support and for receiving certificates. At the same time, to enforce the certifi- 
cate program, there would be many check balances, records, and reports required 
in the marketing process. The proposed loan program itself would interfere 
with free marketings, just as at present, and export subsidies still would be 
needed. 

In substance, even with a two-price plan the Government would still find itself 
doing the following: 

(a) Supporting wheat prices. 
(b) Issuing loan schedules with differentials for areas and grades. 
(c) Carrying on a wheat-storage program. 
(d@) Acquiring and selling wheat. 
(e) Controlling production. 
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(f) Paying out export subsidies. 
(g) Controlling the flow of certificates. 
(h) Policing the enforcement of the certificate plan. 

Quite obviously, these plans cannot be a step in the direction of less controls. 

3. This approach would not be self-financing since consumers will pay the cost 
directly instead of indirectly through taxes. 

In all likelihood, the certificate plan would be construed by our consumers 
and the baking industry as a tax on bread. The fact that the returns to pro- 
ducers over and above those obtainable under a system of free market prices 
would be derived largely from our low-income consumers would seriously im- 
pede the public acceptability of such a program. 

Since per capita wheat consumption is largest among the low-income groups 
of our population, the burden of providing a price support program for wheat 
would largely fall upon those in our economy who are in the weakest position to 
pay for it. 

4. Any artificial stimulus to increase the production of wheat for feed would 
be most untimely. Feed grain stocks are at an alltime record size. Therefore, 
the disposal of large quantities of low-priced feed wheat could have serious 
impact on our feed grain markets. We would merely be shifting our surplus 
problem from wheat to corn, grain sorghums, and other feed grains. 

5. Any price cutting undertaken to increase exports significantly could have 
international repercussions. These repercussions could take many forms, one 
of which could be a cutback on foreign imports of other U.S. crops, such as 
cotton, where the United States must depend on foreign markets for a substan- 
tial part of its outlets. 

6. A number of other problems would likely arise, including these: 

(a) Wheat producers who have been growing high quality milling wheat 
would likely consider as inequitable a program provision under which the appor- 
tionment of certificates to producers would be based on total wheat production, 
irrespective of the market outlet into which the wheat is moved. 

(6) Without allotments in effect, such an apportionment provision would 
tend to encourage producers to expand their acreages so as to obtain a greater 
share of the relatively stable and high-priced domestic food quota. 

(c) Many complex administrative problems are inherent in the system of 
marketing usually proposed. For example, the Department would have to deter- 
mine the value of any certificates in advance of the marketing year based on the 
amount by which the estimated parity price exceeds the estimated average price 
received by producers. Errors in such estimates could result in consumers 
having to pay more than parity for wheat, and to offset such errors complex 
administrative procedures would be required. On the whole, such a program 
would involve the Government more instead of less in the handling of wheat in 
direct competition with the private trade. 

7. The two-price approach also could adversely affect small wheat producers— 
those who harvest 15 acres or less. These small producers would be affected 
in two ways: 

(1) They would have no voice in determining whether the two-price plan would 
be adopted. This decision would be made in the regular marketing quota refer- 
endum by the majority of producers voting. Producers with 15 acres or less 
usually would not be eligible to vote in the referendum. 

(2) They would have their net incomes reduced. Under present legislation, 
a farmer planting 15 acres or less may market this entire quantity free of market- 
ing quota penalty. While he must still plant within his acreage allotment in 
order to be eligible for price support, he still receives the umbrella effect of 
price support provided on other wheat. Under most domestic parity plans, 
however, producers growing 15 acres or less would be required to plant within 
their allotment to be eligible for certificates. This would mean that they would 
receive a relatively good price on a much smaller quantity of wheat than under 
the present program. 


Senator Munpr. My colleague in the House, Congressman Berry 
has a long series of bills. I attended one big wheat meeting out in 
western South Dakota last week and they asked a question how many 
of you favor the Berry bill. Of the wheat men there all but two said 
they favored that over any of these other approaches. If there is some 
basic hideous or monstrous thing that is wrong with the bill let us 
get it on the record. 
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I have just one other question on the conservation program. I 
know you are aware of the fact that — the best efforts of Congress 
in writing legislative safeguards, and I presume the best effort of the 
Department and the State committee in administering it, it is still 
being used frequently as a device for dispossessing tenants from farms 
and so closing the door of opportunity to young farmers who normally 
might expect | torent a farm, who find that the farm they wanted to rent 
is being placed in the conservation program. What suggestions have 
you to make for stopping that kind of inequity ? 

Secretary Benson. Can you give us specific cases, Senator Mundt? 
If you could it would be helpful ‘to us. 

Senator Munpr. They say that it is the fault of the State com- 
mittee in not doing it. I talked to the State committee Saturday night. 
They say the Department of Agriculture would not do it. 

Mr. McLain. This case you gave us specifics on, we are following 
through on it. 

Senator Munpr. That is not an isolated case. Other colleagues of 
mine have mentioned it. This is not only in South Dakota. It is 
human nature. There is something in there that we have to put in, 
either a suggestion like the one I sent you early last fall, that you 
do not permit land to be placed in a conserv ation reserve until it has 
been with the same ownership for at least 3 years, or that you dis- 
continue renting whole farms as Mr. McLain said. That w ould take 
the cream of land out of production. But here is a very serious situa- 
tion. You are nailing the doors of opportunity shut in the face of 
a lot of farm families who want to get on farms and operate them. 

Mr. McLarn. I think the proper approach is to limit the right of 
anybody when land is transferred to put it in the soil bank for a 
period of some length of time. 

Senator Munpr. I think you havea period of 1 year. 

Mr. McLarty. We could extend that. 

Senator Munpr. Maybe it should be two, maybe it should be three, 
maybe it should be five, but something has to be done in that connec- 
tion. 

Mr. McLarn. We appreciate your feeling on it and we will give it 
serious thought. 

Secretary Benson. If you have additional cases that might help 
us too, Senator Mundt. 

Senator Munpr. Closely applied to that is where too many farms 
in a given area are taken out of production in a neighbor hood, a small 
community, and you dry up the community at the same time and dry 
up the opportunity for tenant farmers. I wish you would place in 
the record, if you would rather do it that way, or talk about it now, 
what safeguards you think are needed and which you now have, and 
whether you think the ones you have are adequate for preventing too 
many farms being placed in the conservation program in the neighbor- 
hood of any given market, at least as far as any smaller communities 
are concerned. It would not hurt New York city, but it hurts many 
small towns. 

I have heard Senator George and Senator Russell talk about that. 

Secretary Benson. We have safeguards. We think they are ade- 
quate. We will put them in the record and we will study them again. 
If you have specific areas in mind if you will let us know it will ‘help 
us. 
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Senator Munpt. Thank you, Senator Proxmire. 

The Cuarrman. Senator Proxmire, you were very kind to let our 
good friend from South Dakota proceed. 

Senator Proxmire. I am always happy to accomodate him. I hope 
he is not late for his 3:30 appointment. 

The CHamman. I would like to give you a little piece of advice. 
Last week I was at a show, South Pacific, and I think there was a 
beautiful song which said, “When you find her hold on to her, don’t 
let her go.” When you get the floor here, you keep it. You have 
nobody to listen to you now. You can go on all alone. Proceed. 

Senator Proxmire. That is perfectly satisfactory to me. 

I want to discuss, Mr. Secretary, the heart of your message yester- 
day. I think you put it very well when you said— 

To me, the answer to the farm surplus problem— 

this was quoted in the New York Times today as the quotation of 
the day— 

suggests itself in letters of fire a mile high: “Eliminate as rapidly as practicable 
ineffective controls and use price supports at levels that will preserve and 
build markets.” 

Of course I do not argue or try to discredit that. I simply want 
to bring out the fact. My position is quite contrary to that. I want 
to see where I am wrong, where you are right, and make as much 
progress on that as I can in that spirit. 

It seems to me that the purpose of your proposal is first to limit or 
reduce the surplus and do this by discouraging production. No. 2, to 
increase consumption, and No. 3, to save this terrific burden the tax- 
payer now has to pay. 

Is that correct ? 

Secretary Benson. Senator Proxmire, that is essentially correct. 
I certainly feel that any program which has the effect of destroying 
markets and building up surpluses and which imposes ineffective con- 
trols on farmers at great cost to the taxpayer is a bad program. 

Senator Proxmire. I would certainly agree with you on that. 

Secretary Benson. That is what we have had on certain of our so- 
called basic crops. 

Again I say that four-fifths of our agriculture is free today of con- 
trols, and that part is getting along pretty well. It is the part that 
the Government has been the most solicitous, apparently, where we 
are in some difficulty. 

Senator Proxmire. Let us take the area that is free from controls, 
the No. 1 cash crop in America, dairy products, an area in which you 
have had price supports, however. 

Secretary Benson. Yes, we have. 

Senator Proxmme. Here is the consequence of fluctuations in price. 
First on production. Since that time, 1957 to 1952, the year before 
you took office, the price of manufacturing milk and the price of all 
milk rose some 7 percent roughly. The price went up. Yet produc- 
tion dropped 2 billion pounds or about a little less than 2 percent. 

Since you took office, however, beginning in 1953, the price has 
dropped about 10 percent. These figures are taken from your 
Department. 
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I would like to ask you if these figures are roughly accurate and in 
the second place how you explain what appears to be a contradiction 
of your fundamental position on production. 

Secretary Benson. First of all, Senator Proxmire, there has been 
a tremendous change, as you know, in the dairy industry. The tend- 
ency has been for the herds to get a little larger, for the farmers to 
introduce efficiencies which they haven’t had before. The period be- 
fore I took office was a period when we were in the Korean war which 
you will agree was an abnormal situation. 

Senator Proxmire. What you are saying is that other factors were 
far more important than price in determining production of milk. 

Secretary Benson. Certainly there were other factors. 

Senator Proxmire. It seems on the basis of these statistics that price 
was so minimal that it was far outweighed by other factors, techno- 
logical factors, weather factors. 

Secretary BENsoN. I would have to appraise that very carefully to 
determine even in my own mind to what extent price was a factor and 
to what extent other factors entered into it. 

Senator Proxmire. You can see why the dairy farmers are appre- 
hensive. The farmer has been told that the way to solve production 
problems is to lower prices. It has not helped solve the production 
end of it at all. The production has increased at a much more rapid 
pace than before. 

Let me get into this second area, markets. You have pleaded re- 
peatedly and you have said that the way to open up markets is to get 
a competitive price. We have lowered the price the farmer receives 
for dairy products. We have done our very best to promote dairy 
products through the American Dairy Association. We have spent 
a lot of money “through ADA at the cost of the Wisconsin farmer. 
We have found that the only index of the success or failure of such a 
program is the per capita retail sales, which have been going down 
since 1953. In 1953 and 1954 it was about the same, 678 pounds per 
capita; in 1953, 679; and again in 1954. Then it began to drop. So 
it seems that while this was a most modest drop it did not start until 
2 or 3 years after the sharp price drop. Nevertheless, it is a drop that 
has coincided precisely one for one with the fall in the price that the 
farmer is receiving for his milk. So lower prices are giving the farmer 
no help on the production side. They are not cutting supply. And 
they are no help on the demand side. They are not expanding his 
market. So lower prices are a road to disaster for Wisconsin dairy 
farmers. Yet this is all you offer. Isn’t that correct? 

on Benson. The big item in the reduction in consumption 

yas probably in the case of butter. That has been trending downward 
in sy sdenipelittices with other a eads, as you know. 

Senator Proxmire. How far down does butter have to go? 

Secretary Benson. It lost a good part of its market when prices were 
fixed at 90 percent parity. We just priced butter completely out of 
the market. So consumers turned to other spreads, and when they 
did and found them very satisfactory it was hard to get them to come 
back. 

That is the biggest single problem we have had in the dairy industry 
in recent years. But it is an illustration of how you can price the 
commodity out of the market and destroy a market. 
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I think the greatest single need is the promotion of these high- 
quality dairy products that the farmers have produced. I do not 
think we have saturated the market. Our technicians say if our peo- 
ple had a minimum amount of calcium in their diet they would have 
to consume 9 percent more milk in this country. 

I know the dairy association is doing good work, but I think we 
have only scratched the surface of our possibility. 

As a matter of fact, I have been accused of being somewhat of a 
crank on this, and that is this question of making milk easily avail- 
able to our people. I am not going to be satisfied until you have a milk 
dispenser alongside of every soft-drink dispenser in this country. If 
we had that today we would have a shortage of milk, of dairy prod- 
ucts. Weare confident of that. 

We have found that wherever they are put in, the consumption of 
milk goes up. I think it is largely a question of promoting these 
products, making them easily av ailable, and price will pretty well take 
care of itself, and the Government will not be in the dairy industry. 

Senator Proxmire. I would like to ask you if you could provide the 
committee with statistics, if possible, showing the degree to which the 
drop in the sale of butter has contributed to this per capita consump- 
tion drop. It seems to me, from what I have heard, that this is not 
a complete explanation for the failure of dairy products, at lower 
prices to farmers, to reach out to get further markets. 

I would also like to ask this: In Wisconsin we have promoted milk 
in all kinds of ways by placing dispensers around. Isn’t it true that 
generally you have to have a margin for the processors so that there 
is enough incentive to sell milk j in competition with soft drinks? You 
can produce Coca-Cola or Pepsi-Cola or other soft drinks at a very 
small cost. The cost of milk, we feel, is very low to the farmer, but 
it does not compare to the low cost of pop and Coca-Cola and so forth 
tothe producer. So isn’t this really a pie in the sky notion? We have 
already widened this processor margin enormously, widened it in the 
sense that the price to farmers is going down and the price to the house- 
wife is going up. Weare nowhere near getting to the position where 
the retail seller of milk can buy the commodity at a low enough price 
so that he has the incentive to provide the enormous advertising, the 
enormous promotional activity that goes with the sale of soft drinks. 

Secretary Benson. I have two points. In the first place, of course, 
I think no one would question but what the nutritional value of milk 
is far and away beyond—— 

Senator Proxmire. Least of all the junior Senator from Wisconsin. 

Secretary Benson. Beyond the value of any of the soft drinks. 

Secondly, I would agree with you, I think, that the spread between 
the farm price and the retail price is too wide. I think there are in- 
efficiencies in the handling of milk. Of course we are studying it all 
the time in the Department. Of course the big item is labor costs. 
But there are certain inefficiencies in the distribution of milk that I 
would hope could be reduced at least substantially which would tend to 
narrow that margin between retail and farm prices for dairy products. 

Senator Proxmire. As far as production and as far as consumption 
is concerned, you can see why there is an element of discouragement for 
the dairy farmer. 
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Let us go to the other element. Since you have been in office, the 
cash to the taxpayer for supporting the dairy program has quintupled. 
It is five times as great as before you came in. The program of 
dropping price support for milk has not only failed to sell more milk, 
it has not only failed to discourage the production of more milk, but 
has been enormously expensive to the taxpayer. The handling of sur- 
pluses in various ways has increased very, very rapidly, from $57 mil- 
lion to over $275 million on the average. That is in comparing the 5 
pre-Benson years with the 5 Benson years. 

Secretary Benson. There has been quite a liquidation, quite a cull- 
ing program in the dairies, as you know, which has been encouraged 
by the high price of beef. That has caused a reduction in their dairy 
population. Ithink we ought to keep that in mind. 

Senator Proxmire. May I interrupt to say that that is an explana- 
tion perhaps for the reason that the production of milk in this last 
6 months has been somewhat lower. In other words, it is because of 
the favorable price for beef, not because of anything that has hap- 
pened to the price of milk in the dairy industry to discourage pro- 
duction. In other words, farmers are selling their cows for beef. 

Secretary Benson. They are culling them Eoawane of the good price 
for beef. I think the record will show that in 1957 the dairy income 
was at an alltime high in this country and dairy farmers had declined 
somewhat. So the income per capita to dairy farmers in 1957 was 
at an alltime high. 

In 1958 it would probably prove to be the second highest in history 
and the per capita income the highest. 

I agree with you that it is not high enough. As one who milked 
cows for many years and would like to see the price higher. 

Senator Proxmire. Since the income of Wisconsin dairy farmers 
averages around 52 cents per hour, it is a pretty hopeless outlook. 
These are businessmen who have investments of $40,000 to $50,000 
apiece. They work, as your Department pointed out, 12 hours a day 
on the average. This is longer than farmers in any other State in 
America. What are they getting? Fifty-two cents an hour for this 
initiative, this hard work. It is a pretty hopeless outlook for them. 
You say it is the highest for any period on record, but after all we 
have had inflation; we have much higher income for wage earners, 
doctors, lawyers, merchants, manufacturers, everybody. The farmer, 
while he might have had a small increase in 1957, on a per capita 
basis, with all the effort and work he has put in it does not mean 
much because so much of their increase is an average increase that 
has resulted from elimination of some of the so-called marginal farm- 
ers rather than of actual benefit to the typical farm family. 

Secretary Benson. I realize farm costs have gone up. They went 
up 100 percent from 1939 to 1952, and they have gone up 4 percent 
since them. They have been in a cost-price squeeze which is very real. 

Senator Proxmire. Let me try to relate this to the total problem. 
Is it not true that farm prices, farm income according to the parity 
index—the old one at 79 percent—is the lowest since 1940? So farm- 
ers are getting relatively far less and yet they are producing much 
more than ever before and we are loaded with the biggest surplus in 
history, as Senator Symington has so well brought out. In other 
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words, on the overall basis this attempt of solving a problem by 
lower prices and fewer, ineffective controls just is not working now. 

Secretary Benson. You are comparing a war period with a peace 
period. Noone would propose another war to settle this thing. 

Senator Proxmime. Of course not. 

Secretary Benson. You would not want that; neither would I. 

Senator Proxmmer. All I am thinking, Mr. Secretary, is that we 
tried this program, pretty much tried the kind of thing that you are 
advocating. It is true that we have some controls on some commodi- 
ties. As you pointed out, it is only about 20 percent of our production. 
It has not really limited the overall production because the farmer 
simply shifts from corn or wheat or cotton to some other kind of 
production. We have had the dropping of farm price supports and 
we are not solving the problem. 

If we tried these controls for so many years and they are not 
effective why don’t we recognize that price supports without controls 
won’t work? 

Secretary Benson. But it has been a great inconvenience to farmers 
and has not permitted them to balance their farm operations and 
work out their rotations the way they would like to had they not 
had the controls. 

Senator Proxmire. I think that is right. My position is that you 
should not have controls unless the farmers want them, are given an 
opportunity to vote for them and do in fact vote for them. Our 
farmers are convinced, and they have said this through their organi- 
zations, that they want a self-help program. I think they will vote 
for this kind of self-regulation. 

You said yourself that in principle you would support that kind of 
program. It would get Government out of the dairy business to a 
very great extent. It would therefore help the taxpayers and it 
would certainly help the farmer by limiting the production to what 
they could sell at a fair price. 

Secretary Benson. Senator Proxmire, we have not seen such a bill 
that we think is feasible and workable. I would be perfectly willing 
to support a program of self-regulation in the dairy industry if we 
could get a program that I thought was feasible. You would not 
ask me to report favorably on a bill that I did not think was workable 
and that would do more harm than good. That is the kind of bill that 
we have studied. 

Senator Proxmire. But the bill I introduced last time was over- 
whelmingly supported by the principal dairy associations. They 
worked on it very carefully and at great length. It gave them an 
opportunity to vote. It would only result in a loan of some $200 mil- 
lion or $300 million. This enormous cost that has averaged $200 
million to $400 million a year would be eliminated. Why isn’t that 
in the natioan] interest and in the interest of the dairy farmers? 

Secretary Benson. I think it did call for some $300 million of 
Federal funds. 

Senator Proxmme. A loan. . 

Secretary Benson. A loan, with no eee for repayment I think 
and it would have resulted as we studied it in the regulation of the 
dairy industry and eventual control. I do not believe the dairy farm- 
ers want controls. 
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Senator Proxmire. We were giving them an opportunity to say so. 
The bill provided a loan with the strongest kind of security. 

Secretary Benson. There are several objections to the bill. You 
may have a revised version. I do not know. Our technicians studied 
it objectively and recommended against it, thought it was not a desir- 
able thing. Our advisory committee, which is bipartisan in character, 
made up of non-Republicans and non-Democrats, had it before them 
and studied it carefully and voted against it. As a matter of fact, 
in meetings with the proponents they agreed on the need for several 
changes which were never introduced. 

Senator Proxmire. I am sure the advisory committee appointed 
by the President of the United States under your recommendation 
would support your position on this. 

Secretary Benson. Not always, Senator. They look at it objectively 
and do, I think, an honest, objective job. 

Senator Proxmire. Let me get into another area. 

I think I can cover these rather quickly. I want to ask you 
whether there are any Department studies of farm price elasticity that 
would support the implication that lower prices to farmers can yield 
higher farm income from increased production. I think this goes 
to the very heart of the farm program. 

Professor Cochran of the University of Minnesota has argued that 
for every 1 percent increase in production there is from 10 to 121% 
percent drop in price. Under these circumstances of course it is just 
hopeless for the farmer in our great technological explosion that we 
have in agriculture to look forward to anything but an impossible 
situation of economic disaster after disaster unless he is able to limit 
his production to what he can sell at a fair price. 

Secretary Benson. Senator Proxmire, I would have to challenge 
that as an economist myself, not an expert by any means. I would 
have to challenge the results of that study. I would like to look at 
the whole study. We have had a number of studies made in this 
field by many reputable economists. I would doubt very much the 
accuracy of those figures, although I would like to see the study, 
frankly. 

Sesser Proxmire. Could I ask you to provide us with the study 
that you have? 

Secretary Benson. Yes; we will be glad to. 

Senator Proxmire. I think this is so important. Do you have 
any studies ? 

Secretary Benson. A number of the land grant colleges have made 
them for various farm commodities. 

Senator Proxmire. Do you have any studies to show that the 
farmers can solve the problems if you permit them to produce more? 
Does not every study show that as production increases you are 
going to get a drop in gross income because your price decreases so 
much more? 

Secretary Benson. Senator Proxmire, in the first place I do not 
think you can prevent them if you tried because your controls will 
be ineffective. They will produce more. Second, farmers do not 
spend price, they spend income, and that is price times volume. It 
is just as important to a farmer to have something to sell as it is to 
have a price. 
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Senator Proxmire. It is just as important to have a price as to have 
something to sell. 

Secretary Benson. You must have both. 

Senator Proxmire. Exactly. 

Secretary Benson. But we have a tendency to put all of our em- 
phasis in years past on price, price, price, until we price some of our 
commodities out of the market. We cut our farmers out of the mar- 
ket. They have had less to sell and a lower income. 

Senator Proxmire. Mr. Secretary, we live in a bargaining power 
economy. We live in an economy of strong labor unions that push 
up their price over and over again. We live in an economy where we 
have a minimum wage. We havea tariff. Industry fixes their price 
and they limit their production. The farmer is in that kind of an 
economy. If you tell him that he should operate in a free economy 
he is just about the only person who does. 

You have read and are famliar with that excellent study by Dr. 
Chamberlain of Harvard which shows that the farmer alone has a 
homogeneous commodity. He has no control over his price. Every- 
body else has some measure of control. Under those circumstances it 
seems to me you should recognize that you have to give the farmer 
at least an ey to vote for controls. 

Secretary Benson. He voted in the case of corn and of course voted 
out controls. 

Senator Proxmire. The proposition was put to him so he had no 
real choice. 

Secretary Benson. I think he had a pretty good choice. 

Senator Proxmire. On tobacco he voted 12 to 1 to keep them. 

Secretary Benson. What was his choice, 50 percent or nothing? 

Senator Proxmire. Of course it depends 

Secretary Benson. Ninety percent or nothing. 

Senator Proxmire. Of course it depends on how the question is put. 
No question about that. 

Secretary Benson. I think we ought to keep in mind, Senator 
Proxmire, that four-fifths of all of our agriculture today is free. 
There are no attempts at controls and they are doing better than those 
for which we have tried to control and fix prices. Our problem is 
really where the Government has tinkered mostly with commodities. 
Excuse me for using that term. 

Senator Proxmire. I do not want to get political, but the election 
returns certainly contradict that. The farmers of America are not 
satisfied with that. I ran against Governor Kohler in 1952. The 
issue was Republican against Democrat. He got 70 percent of the 
farm vote. Iran against him in 1957, The issues with the Wisconsin 
farmer were overwhelmingly Benson policies. I got 70 percent of the 
vote. That is the most Fantastic switch by an important economic 
group I’veever heard of. The farmers are not satisfied. 

Secretary Benson. May I comment on that? 

Senator Proxmire. Yes. 

Secretary Benson. First of all I understand you are a very effective 
campaigner. 

Senator Proxmire. You came out to Wisconsin and campaigned. 
Secretary Benson. I was not effective enough. 
The Cuatrman. That was not peculiar to Wisconsin. 


PRESIDENT’S FARM MESSAGE, 1959 











PRESIDENT’S FARM MESSAGE, 1959 273 


Secretary Benson. It would be pretty hard to prove very much agri- 
culturally out of the election. I think the sentiment was more ac- 
curately reflected in that referendum vote on corn than it was on the 
election. 

Senator Youne of North Dakota. Will the Senator yield? 

Senator Proxmire. I yield to the Senator from North Dakota. 

Senator Youne of North Dakota. They voted the same way; 88 
percent of the corn farmers actually got a higher price. All of the 
farmers in the noncommercial areas get a higher price support. In 
my State there was one commercial corn county that didn’t abide by the 
quotas. Throughout the Nation the corn farmers will actually get a 
higher price than they had before. 

Secretary Benson. Senator Young, they had voted for years that 
they didn’t want controls. 

Senator Youne of North Dakota. Actually they got a higher price 
support. If you gave the wheat farmers that choice they would vote 
that way. 

Secretary Benson. They voted the same in 1956 when they didn’t 
have that choice. 

The Cuatrman. Senator Proxmire. 

Senator Proxmrre. I would like to call attention to the Associated 
Press report about President Eisenhower’s speech in Peoria, Il., in 
1956. 

President Eisenhower called Tuesday for a “full share” for the farmer in 
prosperity. 

“In a free agriculture,” Mr. Eisenhower declared, “farmers attain that kind of 
parity in the marketplace.” 

Did the President’s assurance of full income parity have any basis 
in fact? Were there any studies by your technicians to indicate that 
farmers could in the foreseeable future get income parity in the 
marketplace. 

Secretary Benson. I donot recall that there were any special studies. 

Senator Proxaire. Any studies of that kind? 

Secretary Benson. Of course there are a number of commodities 
that have been at full parity on the free market. Cattle prices are 
there now at about full parity, I think. 

Senator Proxmire. Certainly. Grapefruit, tomatoes, too. We are 
talking about the American farmer as a whole who has a lower parity 
now than at any time in 17 years. 

Secretary Benson. There is more income from cattle and calves 
than any other commodity. 

Senator Proxmire. There is nothing in the record since 1952, noth- 
ing in this whole experience, that indicates that the American farmer 
is going to get 85 or 90 or 100 percent of parity in the marketplace. 
And no study by your Department backs up that assurance. In the 
absence of that I ask you and I ask you in good humor, but I ask you, 
if this is not a demagogic statement, if there is nothing to back it up? 

The farmer is not going to get full income parity in the market 
place in the foreseeable future, isn’t that correct ? 

Secretary Benson. I think that is the only place he is ever going 
to get it unless you are going to go Socialist and get very rigid con- 
trols and force the farmer to cut down. I think the only place he 
can get it is in the market place. We have never been able to provide 
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it for him except during wartime. We tried it just before World War 
II. The parity ratio at that time was down to 77. Prices were down 
to 77 percent of parity. We hada war and prices went up. 

The war ended and prices came nae nagain. We were accumulating 
again and then we had the Korean war. Prices went up again and 
after the war we had the same adjustment downward. 

Parity really, Senator Proxmire, is a pretty weak measuring rod, 
I would like to see the farmer get just as much as he can. 

Senator Proxmire. It does 1 not nearly measure the deficiency on the 
farm and off the farm per capita income of farm people of about 
$1,000, compared to $2,000 for people not working in farming. That 
is grossly unfair. Cer tainly it is a weak measuring stick. 

Let me go on to ask what are the probable price levels and produc- 
tion figures for the next 3 years for corn, for other feed grains, for 
wheat, cotton, peanuts, and manufacturing milk under the proposals 
that you made ¢ I will not expect you to give those to me now but I 
think it is extremely important for the committee to have that in- 
formation and that the Congress have that information before we act 
on legislation this year. 

Secretary Benson. We can furnish it for the record, Senator Prox- 
mire. 

Senator Proxmire. It seems to me that kind of assurance from 
technicians in your Department has not been given before. Is it not 
true that it is possible that the absence of that kind of thoughtful 
analysis and study of the impact of the proposals you make is one 
of the reasons for the failure of our farm program in the past ? 

In other words, the Congress has not really been informed exactly 
what would be the consequences of what they are voting for. 

Secretary Benson. If there is any information that we have that the 
committee would find useful we will certainly make it available. 

(The document referred to is as follows :) 


STATEMENT FILED BY SECRETARY BENSON 


I should like to point out that the Department now has underway a study in 
answer to a similar request received by mail from Senator Proxmire, and it will 
take some time to complete that. We shall be glad to make the results available 
to the committee as soon as they are available. In this connection, I should 
like to point out that the Department has prepared a series of studies for the 
Congress since 1955 on such commodities as milk, rice, tobacco, cotton, and feed 
grains, so that a very substantial volume of materials bearing on the effects of 
alternative programs have already been provided. 

Senator Proxmire. I am almost through. 

The CuarrmMan. Take your time. 

Senator Proxmire. Did not the President precisely promise a guar- 
antee of price supports of 90 percent in 1952? 

Secretary Benson. I do not think he promised a guarantee. I 
would have to check the records to see. 

Senator Proxmire. Let me remind you of something. He said in 
Minnesota— 

Here and now, without any ifs and buts, I say to you I stand behind, and the 
Republican Party stands behind, the price support laws on the books. This in- 
cludes the amendment to the basic farm act passed by both parties in Congress 
to continue through 1954 the price support of basic commodities. 

Secretary Benson. That was carried out. It was continued through 
1954. There were no changes. 
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Senator Proxmme. You are telling this committee that Congress 
did not act rapidly enough to change that law, to reduce it? 

Secretary Benson. We recommended in 1954 that the act be changed 
when the 2-year period expired. That was when the first change 
came. It was not as much as we recommended but there was some 
change in the fall of 1955. : 

Senator Proxmire. Then you wanted to drop price supports in 1955, 
and it was the failure of Congress to drop the price supports to 75 
percent, as you requested, that caused the trouble. In fact, it dropped 
supports to only 82 or 83 percent. Was that one of the problems that 
resulted in overproduction ? 

Secretary Benson. Yes. 

Senator Proxmire. Then how do you justify the 1956 increases that 
the President of the United States put into effect ? 

Secretary Benson. I have answered that already. It is in the 
record. 

Senator Proxmire. The answer was they were administrative 
problems. 

Secretary Benson. No. The answer was that the President had 
recommended legislation which he and the rest of us in the Depart- 
ment thought was sound and good for farmers but that the legislation 
was not acted upon. An omnibus bill was passed which we felt was 
a piece of bad legislation. The President vetoed it and it was near 
the end of the session of Congress. 

The President thought something should be done to give some help 
to the farmers on a temporary basis so administratively there were 
some changes made. 

Senator Proxmire. That does not make any sense at all. If your 
position is that high artificial prices are bad for the farmer and bad 
for farming, in spite of all the explanation about how you did not 
get exactly the bill you wanted, why did the President increase above 
the discretionary low that he had? Why did he push prices up just 
before the election ? 

Secretary Benson. He tried to provide some constructive changes 
in the program and was unsuccessful. 

Senator Proxmire. In the absence of that, why did he push prices 
up if it was wrong? If it was wrong in 1955? If it was wrong in 
1955 and in 1957, why was it right just before the election ? 

Secretary Benson. We were unsuccessful in getting constructive 
legislation from the Congress. 

Senator Proxmie. There were changes in wheat from $1.81 to 
$2; corn, from $1.40 to $1.50. Corn not produced in compliance with 
allotments, from 0 to $1.25. Rice, $4.04 to $4.50. Milk for manu- 
facturing, $3.15 to $3.25. Butterfat, from $0.562 to $0.586. Maybe 
these are small but we would certainly love to get them now. 

In U.S. News & World Report on page 48 you say this: “Our 
technicians made a study.” This refers to Senator Talmadge’s pro- 
posal. You said it would cost $10.5 billion a year to finance it. You 
also made a statement about an omnibus bill that I had last year 
that I brought before the people of Wisconsin. I got estimates from 
the Library of Congress, estimates from the former Secretary of 
Agriculture, Clinton Anderson, showing that my bill would cost 
less than the present program, yet you came into my State and said 
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it would cost several billion dollars more than the present farm 
program. 

I ask you, if you can give us the exact statement as to the cost of 
Senator Talmadge’s program, why can’t you give us the same kind 
of estimate on your own program ? 

Secretary Benson. We can. 

Senator Proxmire. Will you do that? 

Secretary Benson. If these recommendations were carried out what 
the cost would be? 

Senator Proxmire. As I understand it, the committee has asked 
you and you have agreed to provide an omnibus farm bill in this 
session. 

Secretary Benson. We have agreed to do some drafting that would 
incorporate the alternatives in legal language. 

Senator Proxmire. All the recommendations that you want? 

Secretary Benson. Which we have set forth here. 

Senator Proxmmre. I am asking if you will give us the cost of this 
program and how it will affect the budget. 

Secretary Benson. We will give you the best estimate we can. 

Senator Proxmire. Will you make available to the committee your 
analysis of the Talmadge bill ? 

Secretary Benson. Yes, indeed. 

. _ Proxmire. Or make available to me your analysis of my 
ill? 

Secretary Benson. Yes, of course. 

We will make it available to the membership of the committee. 

The Cuarrman. Is your bill before the committee, Senator Prox- 
mire 

Senator Proxmire. My bill was before the committee and the 
Secretary of Agriculture has already analyzed it. He has already 
made a statement which was used by my opponents very effectively 
in Wisconsin as to its cost. I am simply asking him to give the basis 
for that statement. 

The Cuarrman. Did you say “effectively” ? 

Senator Proxmire. Too effectively. 

Secretary Benson. We have the request from the chairman of the 
committee to make an analysis of Senator Talmadge’s bill and that 
is in process, Mr. Chairman. 

Senator Proxmire. I would simply like to conclude. 

Mr. Sorkin. In that U.S. News & World Report we did not say 
the Talmadge bill would cost $10 billion. We said the analysis we 
made of a deficiency payment program at 90 percent of parity would 
run in excess of $10 billion. I am not sure that you lean think of the 
Talmadge bill as excellent ence you had completely analyzed it, sir. 

Senator Proxmrre. I have other ideas myself. 

Mr. Sorxin. Apparently there is a difference of opinion between 

ou and Senator Talmadge. From what you have been saying the 
almadge proposal provides for no controls and your proposal last 
year was for very rigid controls. 

Senator Proxmire. We both are trying to achieve the same thing. 
He proposes a compensatory payment system that gives farmers some- 
thing like parity. It does it in a way that I think is less desirable 
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than the proposal I have. But I think the principle of his proposal 
is better than the one we have now. 

Mr. Sorkin. I think it would wreck the farm economy of the State 
of Wisconsin, if we analyzed it. You get your money in Wisconsin, 
90 percent of it, from sales of livestock and livestock anes 

depuion Proxmire. From dairy products and livestock. 

Mr. Sorkin. Yes, sir. There would be very little in payment to 
Wisconsin since only 3 percent of the income comes from the basics. 

Senator Proxmire. I see what you mean. 

Mr. Sorkin. I think if you analyzed that bill you would not be very 
happy about it. It would cut livestock prices sharply. 

Senator Proxmire. No; not its present form. 

Mr. Sorxrn. Yes, sir. 

Senator Proxmrre. I would like to ask the Secretary if he would 
furnish production figures and farm price estimates under your bill. 
How much production and what level of farm prices would you antici- 
pate from the proposals you would make? 

Secretary Benson. We could make estimates. 

Senator Proxmire. That would be useful in the line of questioning 
that Senator Symington is pursuing. 

I would like to say that I am delighted by this study by Foote & 
Weingarten. This seems to be exactly the kind of thing that would 
be enormously helpful to Congress. I think this kind of study ap- 
plied to your proposal and Senator Talmadge’s proposal would te 
very helpful to us in coming to the most intelligent possible conclu- 
sion as to cost, et cetera. 

Secretary Benson. Thank you. 

Senator Proxmire. I want to thank the Secretary for being so 
courteous and helpful in his response. I regret that we do disagree 
so completely, but that is one of the prices that you have to pay for 
being Secretary of Agriculture and being a Senator from Wisconsin. 

The Cuatrman. Are there any further questions? If not, Mr. Sec- 
retary, I wish to thank you for your courtesies. The clerk of this 
committee will make available to you a copy of the hearings so that 
you can prepare for the committee the various insertions. 

Secretary Benson. May I thank you, Mr. Chairman, for your pa- 
tience, courtesy, and consideration. It has been a very pleasant 
hearing. I have enjoyed it. 

(Whereupon, at 4:30 p.m., the committee recessed, to reconvene at 
10 a.m., Wednesday, February 18, 1959.) 
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